o 


SEP 3 


Economic Brief with Respect to the 


Ns 
Proposed Milk Marketing Agreement and Proposed Order 
for the 


Philadelphia, Pennsylvania, Marketing Area 


by 


Pa us Maller, 


Principal Agricultural Economist 
Dairy Section, 


and 


BH e E ° Warne r . 
Assistant Agricultural Economist 
Dairy Section. 
| Finan ceteris ia 


Series on Marketing Agreements and Orders, Dairy Section, 


’ S i * 
Agricultural Adjustment Administration, 
United States Devartment of Agriculture 


Paper No. 11 
October 23, 1936. 


fae es 


ae , | id A ied ak 
ety, ki ¥ ~~ F ; i i i, \ a ee Pd 7) - Lf v phe ane cad j A 


' We 
aay om 7 i" 
hae fe ei 
‘ : AA 
vr 
ra | 
7 \ 
icf 19 
: 
re 
- a 
fh ’ 


‘ Gi, : 
A td Lae it, _™ 
ayo hu 
ACN eee 
"Tern Fale) a See Lee 


fntroduict2 on 


This proposed marketing agreement and proposed order relative to 
regulating the handling of milk in the Philadelphia, Pennsylvania, Market— 
ing Area has for its purpose the increasing of returns to producers in 
accordance with the policy stated in the Agricultural Adjustment Act, as 
amended. This purvose has been accomplished with respect to certain pro- 
ducers in the Philadelphia milk shed through appropriate action by state 
authorities, but, due to jurisdictional limitations, there are many pro- 
ducers to whom such benefits have not been extended. It is believed that 
the benefits of a stabilized market and higher prices can be extended to 
all producers supplying the Philadelphia, Pennsylvania, Murketing Area, 
through the operation of the marketing plan contained herein. The main 
provisions of the proposed marketing agreement and proposed order embody 
the following: 


1. The classification of milk according to three types of 
utilization. 


2. The fixing of prices applicable to the use classifications. 


3. Requirement that handlers of milk pay such prices to pro- 
ducers whose deliveries are not required to be paid for 
according to Orders of the States of Pennsylvania and New 
Jerecey. 


4. Filing and public announcement of a plan of payment which 
each handler will follow in paying producers the total 
value of all milk received. 


The brief submitted with reference to the provosed marketing agree- 
ment and order contains all the information and data now available to the 
Secretary. The obtaining of additional data is desired at the public 
hearing. 
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The Economic Condition of Deir Farmers in the 
States weici Supol:z Milk to tae 
Philadelphia, Pennsylvania, Marketing Area 


Ete milk supply of tae Philadelphia Marketing Area, (excluding 
Greaa from areas outside of the normal milk shed) is produced mainly in 
five States, viz., Pennsylvania, New Jersey; Delaware, dary land, end 
West Virsinia.t 


Prom, 1929 to 1933 the prices received by farmers in these states 
for milk gold wiolesole declined steadi LD e (See a i.) Ty D932) tie 
averaze farm price of nilk sold wholesale was 48.4 percent, £3.8 percent, 
40.6 qe cont, anc 45.4 percent. Lower than in 1929 in Penns,"lvania, New 


Jerse’, Delaware, and idars Lond, respectivel;. While prices received by 
fermerse ror mike sold wholesale in.tuese states declined materially, tne 
prices paid bytiarmers for comaodities bougat declined to 4 much léeser 


extent , the index of oriices paid a: farmers for comnodities bought de- 
clining from 153 (1909-1914 = 100) in 1929 to 109 in 1933, a-decline of 
mo. percent. (See tavle Ve) Thus there was a marked decline in the 
purchasing power of milk .sold wholesale bj fermers durin. tie period 1929 
to 1933, since .the farm orice of milk sold wholesale declined ore rapidly 
and tO a greater ex stent than the prices paid »* farmers for commodities 
bouszht. 

During tue period 19°09 to 1933 there was a marked Gecline in the 
ross income from milk produced on farms and in the casn farm income from 
ia tale products sold in tie United States, and in the four states which sup- 

DLE. by par itne Sreater so ae Of the toval volume of milk sold in tite 
Philadelphia warketing area.=/ [Tn 1929 tie gross income from milk produced 
On tare wes Gis, 507, 555,000) in the’ United States, $131,008 ,000 in Pas 
srlvania, $27,691,000 in New Jersey, $4,435,000 in Delaware, and $25,156,00C 


a 


in Maryland, 


Compering g@ross income data for the ;err 1933 with those for the 
year 1929 in the United States us a whole, and in states supplring the Phil- 
adelphia market, the respective percentage declines from 1929 to 1933 wére 


1/ Fo For details with respect to tue proportion of tne total supply of tiie 
for the Puiladelphia Marketing Area that is furnished by each state, 
see part IV. 

oy Figures for the State of West Virginia are omitted in this phase of the 
discussion due to the relatively small proportion of the total Phila- 
delphia milk ame tnat is produced in West Virginia. 


LP oc 


Table 1. Prices received by farmers for all ilk sold wholesale in 
Pennsylvania, New Jersey, Delaware, and Maryland, and the 
United States index of prices paid by farmers for commodities 
bought, by years 1929-1934, and by months, January 1935 - 
September 1935. 


: Farm prices of milk sold wholesale : Index of prices 
: per hundredweigat 3 paid by farmers 
Year : : : : : for commodities 
and. : Pennsylvanie: New Jersey: Delaware:Maryland + bought, 1909- 
month : ee : : Senko LA SOO 
Dollars ~ Dollars. ¢ Dollars = DOlua oe. Percent 
Meg : a7 : aia. : 59 : yah’ : 2 
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Compiled from reports of the Buresu of Agricultural Hconoaics, Division of 
Crop and Livestock Estimates. 


as follows: 


{ 


The United States 45.6 percent 


Pennsylvania i BG 2 iu 
New Jersey = Baad y 
Delaware - 44,0 Ly 
Maryland PURE O bi 


(See table 2.) 


The cash income from dairy products sold from farms in 
1933 had declined 46.5 percent in the United States, 37.4 percent 
in Pennsylvania, 32.5 percent in New Jersey, 44.2 percent in Dela- 
ware, and 38.3 percent in Maryland from the levels of such income 
in 1929. (See table 3.) 


The foregoing facts and considerations demonstrate conclu- 
sively that, in the states which supply by far the greater portion 
of the total volume of milk sold in the Philadelphia Marketing Area, 
during the period 1929 to 1933, there was a marked decline in (1) 
the prices received by producers for milk sold wholesale, (2) the 
purchasing power of such milk, (3) the gross income from milk pro- 
duced on farms, and (4) the cash income from dairy products sold 
from farms. 


The decline in the income from dairy products sold by the 
dairy farmers in the states supplying milk to the Philadelphia 
Marketing Area was caused in part by the widespread economic de- 
pression which reduced the prices which consumers were willing and 
able to pay and in part by unstable marketing conditions in the 
marketing areae The lowest point of the depression for dairy far- 
mers appears to have been reached in 1932 and the enrly part of 
1933, and since that time their economic condition has improved 
somewhat 


The betterment of the economic condition of the dairy 
farmers in the country as a whole has been due in part to the dairy 
program of the Agricultural Adjustment Administration. The regula- 
tion of a number of large fluid milk markets throughout the country, 
the stabilization program for the butter and cheese markets, and 
the regulation of certain manufactured dairy products have been 
effective in. stabilizing morket conditions in the industry whereby 
all dairy farmers have benefited. Furthermore, the general econo- 
mic condition of the country has been improving since 1933, with 
consequent improvement in the purchasing power of consumers. 


The operntions of the State Milk Control Boards in Pennsyl- 
vania and New Jersey have been instrumental in securing higher 
prices for dairy farmers in those states during the past two yearse 
The average form prices received by dairy farmers for milk testing 
3.5 percent butterfat in the stntes of Pennsylvania, New Jersey, 
Delaware, and Maryland for the years 1929, 1933, 1934, and 1935 
are showm in table 4. 
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Tabic 4. Average farm prices of milk sold wholesale in 
Pennsylvania, New Jersey, Delawarc, and Maryland, 
1929 and 1933-1935, and percentrge comparisons of 
such prices in 1933 and 1935 with euch. prices BiG 


1929. 


ne 6 a LL 


Year :  Avernge por hundredweight farm prices of milk 
sold wholcsale 


> 


__! Pennsylvania ‘iiew Jersey }| Delaware + maryland 


: Dollars : Dollars : Dollars ; Dollars 
1929 : ak 79 ; 3 ale eee) a cael 
1933 Tete Toes as ke ee 1.88 
1934 ieee ott 2) ° Biba ie ee 
1935 eam, 2.5m i)” Teel sees 
Percent : Percent Percent : Pereent 

Pereent 1933 

price was under. : 

1929 price : og. SE 7e) 01) BOR ; 4 

Percent 1935: , 

price was under: : ‘ 

1929 price 4iwe OL 2k ieee 29.6 


Compiled from reports of the Buresu of Agricultural Hconomics, 
Division of Crop and Livestock Estim-tcs. 


Ime figures in this table show that from 1933 to 1935 greater 
increases occurred in the farm prices of milk sold wholesale in 
Pennsylvania and in New Jersey than was the case in Delaware and Mary— 
fand. This would indicate that the State Milk Control Boards in 
Pennsylvania and New Jersey nave been of direct benefit to milk producers 
in those states by incressing returns to dairy farmers. 


However, the avera.e farn prices received 0:7 milk producers in 
~ennsylvania, ew Jersey, Delaware and Warylend in. 1936 weresstill Gl.e 
MerCcna peels Dertentie o5.2 percent, and 29.6 percent, respectively, 
Yelow the prices received in 1929, .waoilé the.index of prices paid. by 
farmers for commodities bought in’19335 was only 18.3 percent below the 
moeo Andes, : 

It is evident, therefore,.that. the producers. in this anea supply— 
ing milk and cream to the Philadelphia marketing Area have not been 
relieved of their economic difficulties, and a program directed specifical— 
ly to establishing more stabilized inarketin. conditions in the aree would 
increase the income received Demiik producers... 1% 46 the purpose of 
tue proposed marketing agreement and proposed order to increase returns 
to milk producers supplying milk to the Philsdelpnia Marketing Ares by 
establishing better ilarketing conditions for milk in the Pailadelphia 
INerket.. 


ma fe aes 
Part Li 


The Importance of Dairy Farming as an 
Agricultural Enterprise in the States 
Supplying Milk to the Philadelphia ..arketing Area 


The importance of milk production as an agricultural enterprise 
in the four states (Pennsylvania, New Jersey, Delaware, and Maryland) 
which supply by far the greater part of ia milk sold in the Philadelphia 
Marketing Area is indicated in table 5.9 


Milk production is an important agricultural enterprise in the 
country as a whole. In 1929, the cash income from dsiry products sold 
from farms was 18 percent, and in 1934, 17.8 percent, of the casn farm 
income from sales of all agricultural products from farms in the United 
States. 


The cash income from milk sold from farms is e relatively larger 
proportion of the total cash income from agricultural production in three 
of the four states mentioned above than in the United States as a whole. 
In Delaware the proportion of the total cash income from agricultural 
production represented by cash income from milk sold from farms is ap- 
proximately the same as for the United States as a whole, namely, 17.2 
percent in 1934. In 19384 the cash farm income from milk sold from farms 
in the states of Pennsylvania, New Jersey, and Maryland represented 42.8 
percent, 31.0 percent, and 28.3 percent, respectively, of the total cash 
income from farm production in these states. 


In order to obtain more detailed information with respect to the 
importance of the dairy enterprise in the area supplying milk to the 
Philadelphia Marketing Area, the number of farms snowing over AO percent 
of the farm income from the dairy enterprise was compared to the total 
number of farms, by counties. These computations are summarized in the 
form of a frequency distribution. (See table 6.) The figures in table 6 
show that in Pennsylvania, the farms which received more than 40 percent 
of farm income from the dairy enterprise, by counties which supply milk 
for the Philadelphia Marketing Area, ranged from 5 - 10 percent to 50-55 
percent of all ferms. Comparable figures for New Jersey, Delaware, and 
Maryland are 0-5 percent to 35-40 percent, O-5 percent to 20-25 percent, 
and 0-5 percent to 35-40 percent, respectively. In counties tuat supply 
milk to the Philadelphia Marketing Area, the dairy enterprise is relatively 
more important in Pennsylvania than in the other states, since a larger 
proportion of tne farms, by counties, reported «ore than 40 percent of 
total farm income as originating in the dairy enterprise. This is prob- 
ably due to the fact that, while dairying is an important agricultural 
enterprise in counties in New Jersey, Delaware, and Maryland, truck farm- 
ing is also a very important agricultural enterprise in these states. 
Truck farms are relatively small in acreage compared to certain other 
types of farms, such as dairy farms, and there are large numbers of these 


3/ See also part VII. 
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Table 6. Frequency distribution of the percentage whi.4 farms 
deriving over 40 aa ef farm income from dairying 
were @f all farmst/in Pennsylvania, New Jerse 2Y5 . 
Delaware, and Maryland, 1930¢/. 


oe aerorra a a, eee ee Oe ee ey i . 
percentage farms 


Number cf counties falling within specified ranges _ 


Oe re ee ee ee ee et ae Ea. See, ee 


deriving over 40 : : : 3 ; Total four 
percent of, farm :Pennsylvania: Now Jersey: Delaware: Maryland: States 
income from the : : ; % ia 
dairy enterprise  :Number : Number : Number : Number + Number 
is of total number ;:of : OF BOL sae ei) | 
of farms se :counties ; counties +: counties: counties: Count. 
counties!/ al et 7. an : athe age trl xa 
Peroent (°° @ wange > rancs ; range >; range * range 
OBO ; 3 A hy Efe san 10 
Daten Oso ; 4 ; i 1 : 2 8 
10,1=- 15.0 j 5 1 6 
Sel. 20:0 : 2 ' 1 a 
Ponta coe ; 5 ; 2) 1 } 8 
2641- 30.0 Mae 6 
Gee eS),0 3 ; 3 
55.1= “4080 L 1 ee oy 4 
AS Ve 580 2 . - 
Bile, 5080 hits l 
BOY 1 BSRO ae gt 1 


Computed from table I, appendix B, 


ne Computed on county basis, i. eo. 5 the | percentage which farms deriving over 40 
percent of farm income Prom ie: are of ali Zarms in the doumtys 


2/ Only those counties that supply SAW: to ‘the Philadelphia Marketing Area are 
considered. ' : Z 


ee 


small truck farms in New Jersey, Delaware, and Maryland. In determining 


what percent of the farms, by counties, in these three states have more 
than 40 percent of the farm income from the dairy enterprice, the results 


are weighted very heavily by the truck farming enterprise. 
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PART faa 


Comparison of the Prices Specified in the | 
Proposed Marketing Agreement. and Proposed Order 
ioe ae for the ie ie i ; 
Philadelphia, Pennsylvania, Marketing Area 

with 
Parity Prices for Milk in that Market 


Section 2 of the Agricultural Adjustment Act, as amended, states 
that it is the declared policy of Congress " (1) Through the exercise 
of the powers conferred upon the Secretary ofAgriculture under this 
title, to establish and maintain such balance between the production 
and consumption of agricultural commodities, and such marketing condi- 
tions therefor, as will reestablish prices to farmers at 4 level that 
will give agricultural commoditics a purchasing power with respect to 
articles thet farmers buy, equivalent to the purchasing power of agri- 
cultural commodities in the base period; and, in the cnse of aL. Cos 
moditics for which the base period is the pre-war period, August 1909 
to July 1914, will also reflect current interest payments per secre on 
form ‘iu it otedness secured by real estate and tax payments per acre on 
farm real estate, as contrasted with such interest peyments and tax 
payments during the base period. The bsse eriod in the case of sll 
agricultural commoditics, except tobecco and potetoes shall be the’. pre= 
wir period, August 1909 = July 1914. In the cise of tobucco and 
potatoes, the base period shall be the postwar period, August 1919 
= July Lesos” 


In section 8 (e) of the Agricultural Adjustment Act, as amended, 
it is provided thst "In connection with the making of any marketing 
agreement or the issuance of any order, if the Secretory finds and 
proclaims thnt, as to any commodity specified in such morketing sgree=- 
ment or order, the purchasing power during the bese period specified 
for such commodity in section © of this title cannot be sntisfactorily 
determined from evailrxble statistics of the Depirtment of Agriculture, 
the buse period, for the purposes of such merketing egreement or order, 
shell be the post-war period, August 1919 - July 1929, or all that 
portion thereof for which the Secretery finds and proclaims that the 
purchasing power of such commodity cnn be satisf-ctorily determined 
from available stetistics of the lepartment of Agriculture." 


In the case of milk produced for sale in the Philadelphia Marketing 
Aren, available stetistics in the Department of Agriculture with respect 
to the August 1909 to July 1914 base period are inadequate for the proper 
determination of the prices paid for milk during thet period. arity 
prices for milk sold by producers to hendlers in the Philadelphiz Merket— 
ing Area have been determined, therefore, from avnilsble statistics in 
the Department of Agriculture with respect to the period August 1925 to 
July 1929, inclusive. The parity prices so determined nre shown in table 
7, and indicate that the prices specified in the proposed marketing agree- 
ment end proposed order for the Phil: delphia Marketing Area are within 
the purity price limits set by the Agricultural Adjustment Act, as amended. 


ie Hi a 


Table 7, PHILADELPHIA, PENNSYLVANIA.= Inuex of prices paid by 
. farmers fot commodities bought; prices paid 
for 3.5% Class I milk per hundredweight, 
f.o.b. city, and.parity prices. Average 
August 1923 - July 1929; by years 1930-1935, 
and by months 1936 


| + Index of prices } | Prices paid for %.5% Class | milk ) 
Yeer ‘and : paid.by farmers : | per hundredweight, f.o.b. cityl/ _ 
month Dee ACOMEnC eat: SmINg) PUN ow bon aaeeeTs 

+ _Frices paid 


Parity prices _ 


A Mey 2 ols se baad Percent Gf aseis % Doliurs =: ~~. ~Doliers 
SO TCS. Is nl rats Tig GRE % i Ei 

Pay 1929... ; 100.0 , 3.555/ | 

0 ae ee 

£931 ‘ 80.6 ee : 2e0O 

1932 : 69.5 sel ; 2.47 

1933 70.8 ; ; we 2.51. 

1934 : Fie) 3 2.84 

1935 : mumSlee® 2.88 

1936 ; : : 

- January : 79.3 . 2.6C . eece 
February : 79.5 : OeD5 : ~ 2 ee 
March . 78.6 ; 8350 . 2.79 
April “3 78.6 2.50 ; 2.99 
May : 78.6 ; 2.50 : 2.79 
June ; 78.0. ; f S2n50 : eer ay, 
July ; 79.9 : As ae : Pane Oe 
Augus¢ ; 61.9 : 2.50 2.91 
September: 82.5 : 2.50 2.93 
Ostober : A 2 276 


i All milk which is sold, distributed, or disposed of as milk or flavored 
milk shall be Class I milk. | 


2/ Calculated by relating the estimated prices for Class II milk to the 

estimated percentage in Class II - Class TI - 64%: “Clase [7 16%; and 
assuming the Class I price to be the amount necessary to give the price 
reported for base milk by the Bureau of Agricultural Economics. 


not Rae 


As of September 1936, the latest date: for which figures are available, the 
D Pity ri ComisO. be city forms lagsr! milk containing 3.5 percent butter- 
fat as determined: for. the. Philadelphia Marketing Area was $2.93 per hundred- 
weight,. ryan? : ‘ 

The Philadelphia price series, as reported by the U. S. Department 
of Agriculture, represents the prices paid by handlers to producers for 
base milk or milk used by handlers as fluid milk and fluid cream during 

the base period (1923-1929) .& Class I milk as set forth in the. proposed 
marketing agreement and proposed order represents all milk used as fluid 
milk, chocolate milk, or flavored milk but does not include the milk used 
for fluid cream: Consequently, in order to obtain a price series which is 
comparable with the Class I price provided in the proposed marketing agree- 
ment and proposed order, the relationship between Class I milk (as defined) 
and base milk (during the base period) must be determined. 


The basic quantities of producers during the period 1923 to 1929 

were determined by the average monthly production of producers during 

the 3-month period, October, November, and December, of each year, with 
various combinations. Since the average monthly receipts of milk by 
handlers during the 3-month period, October, November, and December, of 
each year, represented the basic quantities of producers, it is necessary 
to determine what percent of this milk was used by handlers as fluid milk 
(Class I) and what percent was used by handlers as cream (Class*iui. 
These data are not available for handlers during the base period (1923- 
1929). . 
However, joint study made by the Dairy Section of the Agricultural 
Adjustment Administration, and the Pennsylvania and New Jersey Milk Con- 
trol Boards, covering the operations of 11 h+ndlers during the year 19Q0, 
showed that approximately 84 percent of the milk receipts of these Hanh- 
dlers during the 3-month period, October, November, and December 1935, was 
used as fluid milk (Class I) and approximately 16 percent was used as 

cream (Class II). Assuming that these same proportions of Class 2 jane 
Class II milk were used by handlers in the base period, a price series com- 
parable to the Class I price provided in the proposed merketing agrecmont 
and proposed order was constructed. 


It was assumed thet 16 percent of the milk used by handlers as base 
milk was p2zid for at approximately the formula Class II price provided in 
the vroposed marketing agreement and proposed order, i.e., 3.5 times the 
wholesale price of 92-score butter at New York, plus 20 percent thereof, 
plus 35 cents, and that ths remaining 84 percent of the milk paid fer ac 
the bose price was the milk used by hendlers as fluid milk and paid for at 
the fluid milk price. In this way there was obtained a fluid milk price 


4/ See part V for discussion of base milk end ‘classificetion of milk in 
the Philedelphia Marketing Area during the bsse period (August 1923- 
July 1929). 


= eee 


Serlés comparable to the Class I price 


«S$ provided in the proposed 
morketing agreement «nd proposed order. 


mea 


Part iV 


Character of the Commerce in Milk 
in the 
Philadelphia Marxeting Area 


A. Interstate movements of milk and cream. 


dhe Philadelphia Tluid milk supply is drown from five Stctes,y 
namely, Pennsylvenia, New Jersey, Delaware, Mcryland, end West Virginia. 
While at times sm:ll quantities of milk nre shipped into the Philadelphia 
Marketing Aren from other States, the quantity of milk th:.:t moves into the 
area from States other than those named above is negligible. 


In 1935, milk and cream were shipped into the Philadelphia Market- 
ing Area from 15 States. An estimate of the proportion of the Philadelphia 
milk supply which moves in the current of interstate commerne can te ae- 
certained from tha receipts of milk snd cream in the Phil:delphia M:tro- 
politan Area :s reported by the United Stetes Denartment of Agriculture. 


These records indicate that, in 1935, 7,065,998 forty-quaert units 
of milk were brought into the Philndslphir. market from seven States. In 
1935, 72.0 percent of the total milk received in Philadelphia originated 
in Pennsylvinie, 12.3 percent in Marylend, 8.9 percent in New Jersey, 6.4 
percent in Delaware, 0.4 percent’ in West Virginie, and a small quentity 
of milk originated in Wisconsin and New York. (Ses table 8.) 


In 1935, 230,706 forty-quert units of crcam were received in the 
Philadelphia. Metropolitan Area from 15 States. Wisconsin was ths most 
importnnt source of the cream receipts, 28.2 percent of the total receipts 
of cream in Phil:.delphia heaving origin:ted in that State. Pennsylvania 
was next in importsnee as a source of the Philadslphia cream supply, 24.1 
percent of the tot: 1 creem receipts of Philadelphia in 1955 having orice 
inated in Pennsylvania. Other St-tes which r=nked high as sources of the 
Philadelphia cream supply in 1935 were Indiana - 17.6 percent, Merylend - 
12.2 percent, Michigan - 5.2 percent, Ohio - 4.8 percent, and all other 
St.tes - 7.9 percent. (See table 9.) 


The manufacture of dairy products is not an important outlet for 
milk produced in the Philadelphia milk shed, since very little milk is 
used in the manufacture of dairy products in the «rea, even during the 
flush season of milk production. During 1935 Philsdelphia received 
85,508,000 pounds of butter from 24 Stutes. (See table 10.) For many 
years this area has specialized in the production: of milk and eream end 
has imported butter from other States. 


The Dairy Section of the Agricultural Adjustment Administration, 
the Pennsylvanic Milk Control Bonrd, and the New Jersey Milk Control 
Bonrd in their joint study of the Philadelphic milk markot lsid special 
emphasis on the interstate aspects of the market. This stucy covered the 
Operntions of « number of denlers in the Philsdelphia market during the 
yerr 1935 und the first three months of 1936. 
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The annual supply of milk purchased from producers by dealers 
operating in the Philndelphi« milk market is estimated to be approxki- 
mately 650,000,000 pounds. © (This does not include the milk equivalent 
of cream rec i Ved from sources outside of the normel milk shed. ) ©: Data 
were secured from the Pennsylvania and New Jersey Milk Control Boards 
covering the operations of 11 milk dealers in the Philadelphia market 
- whose receipts of ‘milk during the year 1935 totaled 607,664, 535 pounds, 
or approximately 93.5 percent of the estimated tot: wa volte of milk. 

Of this pape! of milk 414,935,818 p:unds were produced in Pennsyl- 

Venio,, 64,513,298 pounds.were emenuons in New Jersey, and 128,415,409 

es rere sroduced in Delavere, Marylrnd, end West Virginia. 6 (See 

teOler li. )a Ofeths total milk purchased by these 11 dcalers during the 
year 1935, 68.3 percent wes produced in Pennsylvania, 10.6 percent 

was an in New Jersey, ond 21.1&%percent wes produced in Delaware, 
Ma ryland, and West Virginia.- (See table 125) 


The receipts of these 11 milk dealers include practically all” oF 
the Philadelphia fluid milk supply which is produced outside of the 
State of Pennsylvnnia. There are approximately 20 other smell dei.lers 
operating in the market whose milk supply is furnished by producers in 
Pennsylvania. For the market es a whole, npproximately 70 percent of the 
estimited tot: 1 milk supply is produced in Pennsylvania and approximately 
30 percent is produced in States other than Pennsylvanic. 


The foregoing discussion indicates the importance of the movement 
of milk in interstnte commerce in the Philadelphia Marketing Area. How- 
ever, a statement of the percent of the milk produced in each State does 
not give a complete picture of the interstate movement of milk in the 
Philadelphia:supply area. Some milk produced in Pennsylvania is shipped 
outside of the State into New Jersey, Delaware, Marylend, and West Virginia. 
Also, part of the Philsdelphia milk supply produced.in States other than 
Pennsylvsnia does not. uctually move into Pennsylvenie. 


Data rs to actual interstate movements of milk were secured, where 
possibile, and- the results are presented -in table 13. The figures ee 
table show. that, during the year 1935, a total of 112,543,037 pounds oF 
milk in the Philndelphia milk shed was actuclly moved across State lines 
by 3 handlers operating in the Philadelphia market. This doss not, how- 
ever, represent all of the milk in the Philadelphia milk shed that moved 
across State lines mh handlers during the year 1935. 


Ls irge A eta res of milk are separated at the country receiving 

ep eons | and the cream shipped into the Philadelphia Marketing Area. — The 
This estimate is based upon reports by dealers in making appr Cae 
to the Pennsylv nia Milk Control. Bonrd for licenses to distribute ° 
milk, 1935. 

6/ The she produced in Delaware, Maryland, and West Virginia has been com- 
bined in one total. These States do not have milk control authorities, 
whereas the States of Pennsylvania and New Jersey have established State 
Milk Control Boards. 
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Table 12. Percent of milk receipts of eleven dzalers, operating 
in the Philsdelphis Marketing Area, from Pennsylvania, 
Yew Jersey, snd from Delaware, Meryland, und West 
Virginia, by classes, 1940 


“Wilk receipts in each class by States _ 
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Spelt © “Grade AYGrade "BY Total : Cless * Class * Cliss :Totalj ake 
“ChtieseT *Class*ieciass I: “TA : tls = “Ie 2 @hkeeee] 


Percent: Percent: Percent: Percent: Percent:Percent: Percent 


Pennsylvania : 86.4: 62.2: 67.9 ; M625 22 OO<6°R “Seek: 68.95 
New Jersey : Cree | Levcwee. wo 3 BeO 2° Lowe : LOG 


Delavare, 
Me eyplend), and: : ; : : : ; 
Weare inie. + ee 2 On BPE SONS 2. F18.5° 4. Zee aes Bed. 


Total : Poor) 8 100.07 TOO.0 + 10030) :, L00.07 2 2eC. 0 eee 
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Compiled from data supplied by the Pennsylvania and Now Jersey Milk Con- 
troleeooras. ; 
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actusl known shipments of cream seross State lines during the yeor 1935 

are shown in table 14. The figures in this table, covering the operations 
of 2 handlers, show that = total of 1,616,907 pounds of epproximately 40 
percent cream was shipped into the Philadelphia Merketing Area from a 

group cf country receiving stations located outside the State of Pennsylvania. 
This quantity of cream, converted to a 3.5 percent milk equivalent basis, 
represents over 18,000,000 pounds of milk. When this milk is added to the 
quantity of milk actually known to heve moved ccross State lines in the form 
of fluid milk, a total of over 130,000,000 pounds of milk is obtained. Thus 
it is known that approximately 20 percent of the estimeted total milk supply 
of the Philedelphia market actually moved in the current of interstate con- 
merce during the yeor 1935. If the deta were svailcble on the shipnents of 
milk end cream across State lines by all handlers, it is probable that the 
percent of the totel milk supply of the Philcdelphi« Marketing Area moving 
in interstate commerce would be higher than the percent of the total milk 
supply produced in Ststes other than Pennsylv:nia. This is based on the 
assumption that the quantity of milk purchased in Pennsylv:nia and shipped 
outside of the Stete by handlers is grenter than the quantity of milk pur- 
chased by hondlers in States other then Pennsylv nia end remaining in the 
St: tes where it was produced. 


B. Lick of control of dealers handling milk in the current of interstate 
commerce. 


As pointed out before, the States of Pennsylvenia and New Jersey 
heave established State Milk Cuntrol Boards, whereas the States of Delawere, 
Maryland, and West Virginia provide no such milk regulation. The Penn- 
sylvania and New Jersey Milk Control Buards have fixed the prices which 
handlers must pay to producers for milk in Pennsylvenia and New Jersey, 
resnectively. Handlers ere not end cennot be required under the State 
reguli:tions of Pennsylvy nia and New Jersey to pay these same prices to 
prodicers in Delaware, Maryland, nd West Virginia. The dare svaileble 
show that some of the handlers operating in the Philedclphia Marketing Area 
have not paid producers in other States prices as high as those paid to 
producers in Pennsylvenia and New dursey. nese discrepsnecies in payments 
to producers in different States are responsible in part for the unstsble 
marketing conditions which resulted in ths producers! request that the 
Socret ry of Agriculture aid then under the Agricultural /Jdjustment Aet. 


A study of prices peid to producers delivering milk to 12 country 
receiving stations located in Delaware, Maryland, and West Virginia 
revealed that in 1935: 


1. The average price paid by dealers to producers at those stations 
for their milk supply was lower than the average price paid to 
producers delivering milk to country receiving stations located 
the same distance from the market in Pennsylvania. 


2, Dealers generally paid the: same price for milk purchased from 
' producers in Delaware, Maryland, and West Virginia and clmassi- 
fied as Class I (fluid) milk as they did for milk purchased 
from producers in Pennsylvenia and similarly classified. 
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Table 14.- Actuel Shipments of cream from New Jersey, Maryland, 
ad West Virginia ‘to Pennsylvenie by a group of milk 
denlers Operating in the PHILADELPHTA Market, by 
months, 1935 ° 
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1935 OTS BUY ont ~¢ owt Milk @quivalent, 
Rohs : 40 percent butterfat :-5.5 percent butterfot 
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Pounds Pounds 
Jonunry 66,151 | 756,106 
February _ 66,031 . 754,734 
Mereh aan <iapusnee iy 1,041,662 
April 111,493 | | 1,274,565 
Mey 514,108 o 3,590, 254 
Jane De 340,664 | 3,893,790 
July 132,654 | be 1,516,235 
sugust Bijas 163 WHO) teddies 2,983,424 
September - . 131,560 | 1,503,731 
oa 56,348 844,058 
November 24,331 Br, hOGA 
December | | 21,416 244,785 


Total : 1,616,907 ; 18,481,247 
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Compiled: from data supplied by the Pennsylvunis Milk Control 
Bourd. . . 
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(in 1936 it appears that dealers are paying a.lower price for 
Class I milk.) 


3.,-Dealers did not pay the same price in the two areas for milk 
used for fluid cream and for manufacturing purposes. prices 
paid to producers at these stations in Delaware, Maryland, and 
West Virginia for. milk used for cream and for manufacturing 
purposes were considerably lower than prices paid to producers 
_in Pennsylvania for milk classified in like manner. 


Table 15 shows the results of the study of payments to producers 
by certain handlers operating 12 country receiving stations located in 
states other than Pennsylvania and New Jersey. ‘"Unéerpayments" to pro- 
ducers delivering milk to these country receiving stations are measured 
by the official Control Board prices paid to producers delivering milk 
to country receiving stations located in comparable mileage zones in Penn- 
Sylvania during the year 1935. The figures in table 15 show that the value 
of the "underpayments" as a percent of the total amount paid to producers 
for Ciuss I iilk was less than one-half of one percent, but that it was 
12.1 percent for milk used to produce cream, and 24.55 percent for surplus 
milk. From a total volume of 84,240,799 pounds of milk delivered by pro- 
ducers to the 12 country reneivite cee) the producers received 
$1,698,652.44, or $59,610 less than the amount paid to producers located 
in comparable zones.in Pennsylvania for the same quantity of milk class- 
ified in the same manner. At 8 of the country stations studied, the 
average "underpayment" per producer during 1935 was $45.79 and the average 
"underpayment" per station for the year was $6,914.97. (See table 16.) 


Data available for comparing the payments to producers delivering 
milk to 9 country receiving stations located in states other than Pennsyl- 
vania and New Jersey during the period January-March 1936 with the same 
period in 1935 show that the value of the "underpayments* to producers 
during the first three months in 1936 was much greater than during the 
same period in 1935. . (See table 17.) In 1935 the values of the "under- 
péyments" to producers, per hundredweight, were 4.63 cents in January, 
6.84 cents in February, and 7.26 cents in March. in 1936 the values of 
the "underpayments" to producers, per hundredweight, were 7.31 cents in 
January, 18.94 cents in February,and 17.26 cents in.March. This increase 
in “undsrpayments" to producers in 1935, compared with the same period in 
1935, is due mainly to the large incrcase in "underpayments" on Class I 
milk. The following figures show the amount of "underpayments" to pro- 
ducers at 9 country receiving stations during the period January-March 
1936, by classes./ 


ad Class I milk - milk used by dealers as fluid milk, flavored milk and 
creamed buttermilk. 

Class II milk - milk used by dealers in the manufacture of ice cream 
mix and similar frozen products. 

No milk received at these 9 country receiving stations was classified 

as IA milk -- milk used by dealers as fluid cream -- during the period 

January-March 1936. 
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Table 15. Value of underpayment si/ to producers delivering 
milk to twelve receiving stations in states other 
than Pennsylvania and New Jersey, 1935, by handlers 
in Philadelphia Marketing Area, and percent 

“such underpayments were of the total amounts paid 


producers by such handlers. 
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:Milk paid for Milk paid Milk paid. : 


:in fluid milk-:for in fluid*:for in other: 


class 


e 
ne ee 


Total pounds © 61,386,967 


Total amount paid 
producers (dollars) >: 1,419,287 .64 


Value of undcrpay- 
ments compared to '.: 
puyments to Penna, 


producers (dollars) : 8,562.85 5 16,890.52 : 34,356.63 :, 
Value underpayments : : : 

as percent of total : : 

amount paid to : : : 

producers : -O0589 : Lmao. : 24,05 


Compiled from data Supplied by the Pennsylva 
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10,427 , 497 


‘crpvam Glass : 


: 12,426,335 


classes 


Total 


Oo 


: 84,240,799 


159,420.78 : 139,944.02 :1,698,652.44 


. 
. 


59,610.00 


nia Milk Control Board. 


1/ Measured by the prices naid to producers delivering milk to country 
receiving stations located in coniparable mileage zones in Pennsylvania . 
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Table 16.- Total milk delivered, by classes, psyments to pro- 
ducers; value -of underpiyments to producers comp: red 
to payments received by Pennsylvenia producers; 
number of producers and averege underpyments to 
producers per station at eight receiving stations 
supplying the Philadelphia milk market, 1935 


"Wilk paid : Milk paid + Milk pid 
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fe @ie en are Oe melon « for aa : 
fluid milk -: fluid cream : other Total 
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Average deliveries ‘ : : 
per station (pounds): S,7a6, G12: 1g 181,088 % 1,5032.578* chyG/ee ele tae 


Average pridé to 
producers per : : . . 
station (dollars) £132,3594.48 ; 15,775.09 : 10,426.08 :158,595.65 


Average under- 
payments per . ; -: . . 
station (dollars) . POOR ea a. dg eee est 3,917,421 +: 6,914.97 


Average number 
producers,per : : ; : 
stetion : : : : Low 


Average under- 
payment per : : : : 
produseer (dollsrs) : ; : : 45..79 


Total average 

station under- 

pvayment per year : ; : : 

(dollars) ‘ ‘ : > 6, 014007 
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Compiled from data supplied by the Pennsylvania Milk Control Board. 
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faole 17. Value or Underpayments to roe@ucers delivering milk 
phe country receivins stations, January-March, 
Tosa conpared with January-March, .19%3. 
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ee : Total pounds of Value of 
onto and Year $ ilk délivered underpayments 
:to nine stations _to nroducer 
Pounds Dollars 
ee eee . a eee oe 
January, 1925 4,790,249" 2, 219784" 


ar yyy Ur afaad ba ° 
J es Wari an 1936 4,803,102 


February, 1935 o = @, 512,157 


February, 1936 4,538,172 8,595.12 
March, 1935 5,288,302 3,837.67. 
March, 1936 4,936, 755 6520 026 
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Value of 
‘underpayments 
to producers 
er mmndred= 
weizht 
4,63 


) 
Cents 
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Commiled fro data supplied by the Pennsylvania Milk Control Board 
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Thile it is impossible cc determine to wnat extent handlers have 
shifted their sources of suxply of milk from Pennsylvania and New Jersey 

to other States as a result of the lower vrices vaid to mroducers in other 
States, it seers reasonable to assume that hendlers will shift to other. 
States for their milk suonly if this condition is allowed: to exist for any 
extended period of time. Moreover, it’ is entirely rossible for handlers.to 
allocate a greater  rovortion of milk in the higher classes to States ‘where 
nrices are not regulated and-at the oresent time amoear to be lower. ~“Hencé, 
there would ve a tendency to alleviate tue discrepancy as between the f.o.b. 
farm or receiving station value of milk in States with regulation and States 
without regulation, but the effect would be to reduce the aggregate cost of 
milk to handlers and therefore, the ag -regate returns to vroducers. 
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The Classification and Prices of Milk Provided by the Proposed 
liarketing Agreement and Proposed Order 


A general discussion of the ‘rice structure for milk is set forth 
in Technical Paper No. 1, oublisived by the Dairy Section of the Agricul- 
tural Adjustment Administration.8/ In this paper it is shown that the 
classified mrice plan of selling milk to Gistributors develops from the 
commetition asons: distributors to secure an even suonly of milk, or, 
rather, a sunoly of milk that is closely related to such distributors! 
requirements for milk for their fluid milk trade. This vaper also shows 
how differences in (1) costs of transporting a unit of milk in fluid 
form and the mroduct equivalent of a wnit of fluid milk, and (2) varying 
sanitation requirements applicable to milk »roduced for fluid use and 
milk »roduced for use in manufactured dairy vroducts, affect the differ- 
entials as among the »rices of milk used for different purposes. 


A. Classification of milk provided by the sronvosed marketing agreement and 
proposed order. 


he nrovosed marketing agreement. and rronosed order. contains tne 
following »rovisions relative to the classification of milk: 


Class I milk - all milk which is sole, distributed, or disposed of, 
whetner flavored or otherwise, either as milk or milk 
@rink, containing more then one-half of one nercent 
butterfat. 


Class II milk - all milk which is sold, distributed, or used other 
than as Class I milk or.as Class III milk. 


Class III milk - all milk which is menufactured into butter, except 
butter used for the menutecture of ice cream. 


The history of classification in the Philadelphia market, and the 
reasons for tie snecific classification sronosed, are set forth in the 
followin: naresranns. 


The classification nlan for selling milk to handlers according to 
use was established in the Philadelnhia market in April 1934 by the Penn- 
sylvenia Milk Control Board. For a number of years prior to 19%, the 
Inter-State ilk Producers! Association had been selling milk to handlers 
on a classification basis, but not strictly on a use-classification vasis.2/ 


B/ Bm. W. Gaumnitz and 0. HM. Reed, The Price Structure for Milk, Technical 
Paper Noe 1, Dairy Section, A.A.A., U.S.DA. (See Apnendix A.) 

g/ See Bartlett, R. W., Milk Narketing in Pennsylvania, The Pennsylvania 
State Colleze, School of Agriculture and Experiment Station, Bulletin 
No. 208, p. 26. 


“ 32 4 


The classes of milk established by the representatives of the pnro- 
ducers and the dealers were (1) basic milk, (2) first surplus milk, and. 
(3) second surplus milk. Basic milk quentities were determined by each “ro- 
ducer's »roduction during a certain period of time, and the total basic 
quantity represented, as nearly as nracticeble, the milk used by dealers 
as fluid milk and fluid crean. Yirst surolus milk represented a quantity { 
equal to 100 nercent over each mroducer's established base.’ Second sur- 
plus milk wes all uilk vroduced in excess of 200 vercent of each >roducer's 
established base. The second surplus classification was dropped in 1929, 
and in ifay 19%2 a cream class was established. However, the quantity of 
milk paid for at the cream mrice was equal to 10 vercent of the established 
basic quantity and was not determined on a utilization basis. surplus 
milk was milk in excess of the besic quantity and the milk paid for at 
the cream price. j 


On Aucust 25, 1933, the Federal Milk iMerketing Agreement and License 
for the Philadelvhia market was mede effective. The classification of 
milk set forta in the Marketing Agreement and License was as follows: 


" (a) Class I milk shall ve 90 nercent of the established basic 

quantity, less 10 »ercent of the monthly production of each pro- 
ducer, provided, however, that such deduction shall in no event 

exceed 10 percent of the established basic quantity; 
" (b) Class II milk shall be the amount of the above determined 
deduction for each ~roducer; and 

"(c) Class III milk shall be the balance of all milk delivered 
by each producer." 


While the above plan may be called a classification plan, it ae 
not strictly a classification plan according to use, inasmuch as these 
percentages were set wo as apyroximations to the usual utilization end 
therefore payments were not made on the actual use of the milk. 


On Anril 2, 1934, Official Order No. 6 aoproved by the Pennsylvania 
ililk Control Board established eight classes of milk for the Philadelphia 
te Milk used by dealers was classified as follows: 
(Fluid milk (Grade A) | 
Class I - ( 
(Siuid milk (Grade B) 
Class II - Fluid crean 
Class II A - Milk chocolate, candies, etc. 


Class IIB - Ice cream and ice cream nix. 


Class II C = Parners! pressed cheese and cream cheese. ®) 


ig JERD 


Class III - Butter 
Clase ries eee cheese. 


The above classification of milk, with minor adjustments, remained 
in effect in the Philadelphia market until January 16, 1936. On that date 
Official Order No. 24 apnroved by the I Pennsylvenia Ifilk Control Board es- 
tablished 9 classes of milk for the Philadelphia market as follows: 


(ilk used by handlers as fluid milk (Grade A) 
Class I - (1ilk used by handlers as fluid milk, flavored milk, 
(creamed buttermilk, etc. (Grade B) 


Class IA —- Milk used by handlers as fluid cream. 


Class II - Milk used by handlers as ice cream mix and similar 
Erozeni mrocucts. 


Glass ITA 
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used by handlers as milk chocolate, candy, etc. 


-Gless II B - Illlk used by handlers as condensed milk, soft cheese, 
also clean-up class. 


Class II C - Walk used by handlers as farmers!’ pressed cheese, cream 
cheese, and butter if sold as butter. 


Class III - liilk used by handlers ag American Cheese. 


Class III A - liilk used by handlers as farm separated cream sold 
as butter. 
Tae inmortent classes of milk in Philadelphia are (1) Class I Grade 
A and - ade B (fluid milk), (2) Class I A (fluid cream), and (3) Class II 
(cream ior ice cream). During the year 1945, the nurchases of milk oy 
eleven dealers overating in the Philadelvhia market were classified for 
making veyments to »roducers as follows: ' 


75.2 percent as fluid milk (Grade A anc Grede B); 
35-6.9ercent as fluid creem and cream for ice eream;10/ 
1.2 percent for all other uses. (See table 18.) 


During the year 1935, the proportion of Class I milk to.total milk 
receints of the eheven nandlers varied from a low bi pana! of 62.5 percent 
during Jue to a hizh point of 85.9 percent durins November. (See table 18.) 
Assuniny, that a reserve of from 10 to 15  ~ercent of fluid milk sales is 
necessary to meet the caste fluctuations in such sales, it is vrobable that 
during certain months of the year the milk receints of dealers operating 


aoe SL 
10/ Pursuant to Order No. 17 of the Pennsylvenia itilk Control Board th 


seme orice was a tor cream wnetier used as fluid cream or for ice 
cream. . a ae 
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in the Philadelphia market are only. sufficicnt to mcect the Class I needs 
of the markct. At such times most of theo fluid ervam must be purchased 
from without the normal milk sned. 


- Thu inclusion of chocolate milk and flavored milk and milk drinks 
as Class I milk is prompted by the fact thet such products are, properly 
speaking, fluid milk products, in that milk of the seme quality as milk 
uscd for fluid consumption is necussary for their manufecture. Also, 
milk uscd in tho manufacture of thuss products is transported to the 
Philadelphia Marketing arca as fluid milk. Tho Class [I prices Golinivizon- 
includes mihk containing mors than onv-half of one percent butterfet sinc. 

curtein of the milk drinks sold including "skim milk" sold for fluid con-. 
sumption contain less than the 3.25 percunt butterfet requirement applicab- 
to milk. Such milk drinks «re mide from milk transported to the merkcoting 
erea.as whole milk, they must moet the seme sanitary roquirements, and 
they are distributed in compstition with unflavored whole milk. It is 
proper, therefore, that Class I.milk include such drinks. 


As indicated before, prectically e11 milk not used for fluid milk 
purposes is used is fluid ersem ond ereem for ico creem manufacture. Ths. 
inelusion of milk used es fluid crcem <nd in the menufecture of icc cream 
in Cless II is besod on the fect thet such milk must moct the sime quality 
Poor on onus. The effect. of the provisions of Act No. 210 of the Ponn- 
sylvenic Logisleture, approved b y the Governor July é, 1955, with respect 
to cream, is to establish « luges requirument thet é ll cream. whether used 
for fluid consumption of for the menufe.cture of ice creem must be" Tren 
‘.pproved sources. 


B. Minimum prices to producers provided by ths proposed m.rketing agres- 
ment «nd proposed ordcr. 


The minimum prices for Cl.ss I milk «ccording to the turns of the 
proposed morkuting cgrcviisnt cnd proposed Order, Tor Hil test ie one 
percent butterfat content, dvliversd fron the producer's firm to the 
hendlorts plent in the Merksting are:, is y2.88 per hundredweight. For 
milk dolivered to country rocviving st<tions the Cless I price is 52.88 
per hundredweight for 3.5 percont milk, less lo cents per hundredweight 
(country st: tion ch rgu), less an amount per hundredwoight equal to the 
rate approved by the Interstate Commerce Commission for the movement of 

milk in tonk cars from the reilro:.d shipping point to the hendler's pde nt 
in the Marksting arce, less 6¢ por hundraudweight -dditionel transporte - 
tion charge reprosenting the cost of op tine tlhe core. 


Ths Gless II prico pur hundredusight of 6.5 milk dulivered to 
handlers’ plants loe:.ted in the m rksting cro. is doturminud by the 
following formule: Multiply the aver gs honthly prics of 9a=score putt or 
in the New York market, as determined by the United States Dopartnent 
of Agriculture, by 3.5, acd 20 porcent thercof, ond <.dé 35 conts. For 
milk dcliver2d to country recciving st: tions ths Cless II price is dcter- 
minced by the <bove formul:, less cpproxirr.tcly the err-lot rete on tho 40 
percent buttuerfut erazem equivelont of such milk. Cless II milk would not 
be subject to the recsiving station differential. 
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The price per pound of butterfat contained in Class III milk would 
be determined by the following formula: to the average wholesale price 
per pound of 92-score butter in the New York market, as reported daily 
during each delivery neriod, by the United States Department of Agri- 
culture, add 20 percent. Class III milk would not be subject to any 
receiving station or transvortation differential. (See Part VIII below 
for exolanation of the class orice differentials applied to Class I and 
Class II milk.) 


C. Price History of the Philadelphia Market. 
1. Farm prices of milk sold wholesale. 


The average annual farm prices per hundredweight of milk sold 
wholesale in the states of Pennsylvania, New Jersey, Delaware and Mary- 
land, for the neriod 1910 to 1935, inclusive, ere shown in table 19 and 
figure 1. During this period these prices reached a high point of $3.37, 
$3.64, $3.56 and $4.41 per hundredweight in 1920 in Pennsylvania, New 
Jersey, Delaware and Maryland, respectively. During the depression of 
1921 these prices declined materially. Beginning in 1924, farm prices of 
milk sold wholesale again resumed an uwoward trend, reaching a peak in 1929 
of $2.79, $3.21, $2.89 and $3.66 per hundredweight in Pennsylvania, New 
Jersey, Delaware and Maryland, respectively. With the advent of the de- 
pression in 1929 and 1930, these vrices agein declined materially, and 
reached a low point in 1933 of $1.35 per hundredweight in Pennsylvania, 
$1.75. per hundredweight in New Jersey, $1.66 per hundredweight in Del- 
aware in 1932, and $2.00 ver hundredweight in Maryland. Since 1933 these 
prices hzve increased somewhat, but are still materially below 1929 levels. 


2. Milk dealers! buying orices of milk used for city distribution. 


Prices vaid by dealers for Cless I milk, or basic milk, testing 3.8 
vercent butterfat, in the Philadelvohia market (fonds aisyoe by months, 
November 1925 to July 1936 are shown in the table 20. Prior to April 1934, 
the prices in this table represent prices paid by dealers to producers for 
"basic" milk and do not represent prices vaid for milk used for city dis- 
tribution on a utilization besis. In April 1934, the Pennsylvania Milk 
Control Board issued an official order classifying milk according to use 
and fixing the orice which deslers must vey producers for milk used in 
each classification (Ifficial Order No. 6). Class I milk in the Phila- 
delohia Marketing Area, as set forth in Official Order No. 6, represented 
all milk used by dealers as fluid milk. Class I milk in the Philsdelphia 
Merketing Area, as set forth in Official Order No. 24, effective January 
16, 1936, revresented «ll milk used by dealers as fluid milk, flsvored milk, 
end creamed buttermilk. The prices set forth in table 20, from Avril 1934 to 
October 1936, zre the official prices fixed by the Pennsylvania Milk Con- 
trol Board for Clasg I milk in the Philadelphia crea. 


It is probable that the prices peid by dealers to oroducers for 
basic milk shown in table 20, prior to April 1934, represented, as far as 
practicable, the milk used by dealers es fluid milk and fluid cream. This 
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Table 19, Farm prices ver hundredweight of all 
milk sold wnolesale in Pennsylvania, 
New Jersey, Delaware, and Maryland, 
1P10"t0. 1955.) daclusive: 


Year : Pennsylvania : New Jersey : Delaware ; 
Dollars per Dollars ver Dollars per 
hundredweiznt hundredweizhnt hunaredweixnt 

1910 : 167 : 1262 : Le #e ; 

1914 : 1.04 ls7e t 1,69 

Lee feo ; 1.30 - 1,63 

1913 : 1.64 ‘ Leee : bay 

1914 1.6% : a ee 1,65 

L915 1.63 : L275 1.63 ‘ 

1916 : 1.68 : Lees : Lo fe 

he By 2228 2206 t 2.98 ; 

197s 3,00 : 4.40 ; & 32 

4919 meee ; O, OS : Day ; 

1920 3.37 : 3,64 3.56 ; 

teak oyu : ea eke 2.40 : 

1922 iow 2.45 aad 

1923 i 2.64 Pa f<, ete ; 

1924 : 2.44 2-08 2. 68 : 

1926 ; 2. OY : aoe 2,08 

1926 : 2eD9 216 a. OY 

l9e% : 25°04 ; oat : ve A 

i9es 3 Fete Ona : ese) 

Agee ‘ onlg : ie 4 21es 

1930 : 7,48 3.03 eee 

1931 : L279 2,41 ‘ ceae 

We ; 1.35 let : LW6e 

1963 ; 1.44 esi : 1.72 

1944 ; lee Zeek 1.9G i 

1935 ; 1:92 2.08 1.92 ; 
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assumption is based on ee aon frat pies certain’ periods the deelers! 
and producers! representatives egreed the t, uh more, basic milk was brought 
into the m:rket’ than cotl@ be’ sold as fluid milk and fluid cream, the 
producers would be paid the besic price for such nercentege of their basic 
quantities as was sold eg fluid milk and fluid cream. The basic quentities 
were ests ape cued during the period 1922 to L986 eae follows: aig 


(a) Pains the period .1922 to 1926 the deVeyeeaes of producers 
during the three months of October, November nd December 
esteblished their bese for the following Yenr. 

(db) It wes amnounéed in August 1926 thet, the estsblished ba 
of each producer for 1926 (October, November, snd Be ceten 
1925) would be the base during the yeor'1927. Later it was 
announced that the hijher of the two besic emounts could be 
used,’thet 6f 1925 or the everege production during the. lest 
three months in 1926, for the yeer 1927. 

(c) The 1928 basic quantitiés were determined by <dding to the 
besic quentities in use the *verege monthly quantities ship- 
ped during Octobcr, November, end December of 1927 end divid- 
ing by two. 


(d) The 1929 besic quantitics were determined by adding the basic 
quantity of producers during (1925 or 1926), 1927 end 1928, 
and dividing by three. . 

(e) The 1930 basic, quantities of producers were determined by 
adding the basic quantities of producers during 1927, 1928, 
fnd 1929; and dividing by. three. 

(f) The 1931 besic quentities of producers were determined by 
edding the basic'quantities of producers during 1928, 1929, 
and 1930, and dividing by three. 

(g) The esteblished basic quantities used during 1931 continued 
to be effective during 1932, 

(nh) The 1933 besic quantities of producers were determined by 
adding the established bese during 1932 to the production 

during October 1932, end dividing by two. 

(i) On August 25, 1933, the Federel milk mrketing egreement end 
license beceme efrective and basic milk becamé Cliss I milk. 

(3% Ih Jenuery 1934 new basic quantities were established by 
adding the esteblished bases for 1933, the July 1933 vro- 
duction, and the November 1933 production, end dividing by 
three, orevided .that no-base was increesed more then 15 per= 
cent over the 1933 est: blished base.. 

(k) Officizl Order No. 6 issued for the Philadelphia market by 


Ae e * ) 5 


i / P. E. O'Donnell, (Hervard University); Brief history of chenges in the 
besic end surplus plen in the Philadelphia Milk Market, 1919-1936, 
(unpublished). : . et ih ae ‘: 


ithe discussion of. classification. 


LAL a 


the Ponnsylvenia Milk Control Board, °ffective april 2, 1934, 
chéng-d th- situation. A new base-rating plan was announced- 
"The baSic quantity of fluid milk which a produc-r mey sell 
shell be an amount equsl to th-~ averege monthly quantity of 
fluid milk -which was produced by his Hord and sold in fluid 
Teor Curlin the two cal-ndaer years _previous to January pe 

-1934." -:- 

MTS Joc Official Ordér Nov 13, which became effective on July. LS, 1954, 

ebendoned the base reting plan, 

oo point-d~out before, if the delivered bases of producers | were 
higher than the quefitity of milk sold~as fluid milk and fluid er-am, 
dealers paid producers th- basic price for thet Dorcentage of their © 
basic quantities sold as fluid milk and fluid cream. also, during periods 
when-the amount of milk sold By dealers aS fluid milk and fluid cream was 


“higher than the d@élivered Bases of producers, the dealers peid producers 


For O7eT" 100" poreant of their basic quantities at the base price. Avail= 
able data indicate that, arom Leeeto 1925, all milk was “paid* for at the ~ 
basic’ pric> during the noms: of October, November, and December, as netgear 
prices nor quantitics are revort-d for "lirest" or "Second" surplus during. 


“those‘months. ‘In 1926, 1927 and’ 1928 a small peréentage was classified 


as sufplus during these mohths but the weighted” average price reported 
by ths Natiofial Co-operative Milk “producers Federation was only. pce! 
gee then ‘thé besig’ “price:! 


Reem coe ee en tee ee 
Basic. Average “Basic. Average — Basic. “Average 
Patopar * “#5.49° +3.404 ** ‘43.49-% “596 &3.69° 3.387 
- NOvembar’ 3.49 + =3.450 Peay. © Pati 6 Peek pa yaoes? 5 Aso 
3 49 49 $419 3 aoe) 3)489. 


Oyao9 3.4 


December’ : 


~ — fable 21 shows the prices established for th> Philad-lphia market 


- by the PénnSylvania Milk Cofitrol Board, by classes, during th> period April 


1934 to June 1936, inclusive. The definition of ti.cse, classes .is shown in 


—s : ‘3 oa = 


Maple 22 shows ths dealers' “buying” prices or Class I milk in the™ 
Philadelphia,’ Pittsburgh, New York, New Jersey (Camdon Area), and Baltimore 
Areas during ‘the period april 1934 to August 2936. The Philade olphia milk | 
sted overlaps ths milk shed in each of these Oth-r arcas, and prices paid 
to producers ‘in th~ Philadelphia milk shed are in part” determined by the 


‘. pricss’.paid .t6 producers dolivering milk to these markets. The Class I 


price in three of thes mark-ts has recently been incresed,. du. primarily. 
t6 ificreased Production costs and the possibility of « milk shorteg in. 
the near future as a result of the 1936 drought. 


Ay On July 15, 1936, the New Jersey Milk“Coltrol Board, by Official 


Order No, D-4, increased the minimum price to be paid to producérs of milk 
~not classified as “Grads & delivered set Feccoiving stetions in areas number ~— 


one and two (Cemden area) from $2,33 per hundredweight to $5.45 per hundred- 


Table 21. Phili.dolphir, Ponnsylvenis: Prices 
ostc.blished oy the Pennsylv: nis. Milk . 
Control Borrd per hundrediucight of 3.9 
percent milk, by clesscs, by months, 
April 1934 totJune 1936, inclusive 1/ 
Year Peoria haa bt cs ll Clrss essific:tion _ pe : eva ar =) “92-score 
nd esis a, : ; i 6A : : 3 “bbutter at 
donth Mapae Gotied. ot) Bale Ir > IDeA : II-B : I1-0.: 111: IiT-A;Nevi York 
My ise) es: : Dolls. Dolls :Dolls : Dolls Dolls :Dolls :Bolls :Dolls :Cents per 
1934 hg ie Ge ei idh 3 
April oe soma 2 .eOon, £2260. 40 Ger Leno 099 3: 25-66 
Mey dee BOineee On oy 2eGOus eh Oi: | 1.55 : 1.03 : 24.49 
June b. Bjut. BGs 242.60 2 1.88 lekS 2 Avl6be 1697s 6B? othe 
a) ae Shs ie: ; ; agua Nast : : 
July pe eli(). tea Cauca Sma ea dua el! ee Lia? s Bele CUPeoe .86 324,49 
August Bale: i Ct AS eS ae MOO te leo ett Leee, aeeleeG 96 .96 327.38 
SGepenbenas #8 ctesG6e.), 2660 tedaGSeslwe0- + heed. 100g) asco Bes eer wa: 
Octobor Sep fee tee Otey BhOO ss pies Lea ple 1.04:3 94 88 326.93 
Novenbern otyl'Z: pnBe8Ge oe 2660." wes 4416835 dae del: Lite Sel U meee 
a yk wy lus ee OOL)..* mick OO mah OC a east dee Legh 1,08, i,,2.00 as0ewo 
1985 F : : : : : : : 
Jeanue.ry Fal Fe nuet CCR ude (2 OO Mule OD ted OO. ete toO «aches 1,20 pleco. soe 
Ore Chie 2 ee OOo SOO wie bey aL ey fii ks Soler Let? at leo? Lobe 
Merch Diisd e eeOUE ar a nant Liste laksa dies submit ia Loa ds Diebd wid -deget le sieges 
April ey  eeOOR 2600 Ma yekee Oily ok CO ae el tL a Let Zetec cages 
Mc.y mT Ee eHoe 2660 “~ 1eg6 is LeS6 ¥ 1026. 2 1606 + aU 2 Tale ee 
June Pe) “2380 7s 2.606: LalS aah eeoon tele BOD e359 ¢ IyiS .24¢e7 
July Mee eRe RGa en 2 . GOnerdielde ail een yd 94 .84. + 1,10 725,87 
August Ree: OR ee Ole £92 SOO Peo May. tS cleeaip sel ty 297 + ',87."¢ Lee Saeees 
Soe Er pOr sew? $o.068 eh. 2.60 Rebsge) 7 kee Det LOR we & de Baa e eo 
October yay 2 Ores 5 OO £.80 3 abeoGs st ly Sate LOS . —@98 + Lebo eee 
Neyenter Bal? :2.8ea.0 2.60 £eAS)  f DeSSst dee Swie lies A hl) te eee ene 
Decviaber LT eC BOW a wee OO L490. © Iv69 ¢ 2.49 4.4529 <-1.10 > Loao ee 
1936 
Peete se 868 GOG 2360 De bet bees): dee OL 1.31 degree. 1.56 :34,.54 
(i Aeatr eataoe offuctive cnitens 16, .1936 
eo) ea ee ee ee ee eae med dL copes Li oe ee 
Jon. 16-31 B4 +2576 B50 ¢ 2kEO. 6 ler) emer in idgGSi mel 1.35:1.21:34.46 
January Pe wee Oba 27 55) 8 Mae bBo Gb eG Li, BOS Shah LL, 45214, oben 
Fobrunry ee sig? ORL BOO So eOO) We ety Oss a ee he BG Gide O 1429 21,8694 066, 87 
March eee stew. Ba S$ OG: ude, BO aoe lore ed wee) TEA SS FPR Oe 1s 245.153 S206 
April Bae Oe Ge Bebo: (2 eeOieh lise) See ea 14 plas Lael ke OE GOs Om 
Mey eh oe tae gi Oe: a0 180" ds G.0 sd aes 1.40: 1.16 : lll: .96:27.48 
June poe 12. 7Ga ot BOO vit OOM. sau: Bee 14502 1024 tule eee Ge 
a - Plus be< ry sria. bonus : 
Deawice. cecilia palce, ~, 
e - Prices cannot be blended ae ; 
if Frou April 1934-Jenusry 15, 1936,. prices peid for Cless-I and Clsss II milk fort 
Philedelphica--othor clisses fob loading plotform-nearvst producer's forms Prom 


January ii Ge 
ia Le olan .--other a itieoen fob lozdi 
Co: pile 0 oo ee ta SYER Licd py the Punns 


42 = 


lgdé-June 1956, -pricos poidsfor:Cless J and Cless TA miikiates 


ing pl.tform nearest producer's frrn, 
yivenic Milk Control Board 


= 494 


Co 


Table 22. Dealers buying prices.of Class I milk, per hundred- 
weignt, 3.5 perdént ‘buipertat Peo .mer city, in 
Puiladelphia, Pittsburgh, New York City, New Jersey ’ 
(areas 1 and,2).,.and Baltiaore, April 1934 to 


September 1935, inclusive 


Bear cane |. ’s Dealers buying prices of Cless 1 milk 


month iPhilecelpnis :. Pitti sburen. + >. New York :WNew Jersey—! ; 


» Dollars : Dollars ¢o7 | Dollere ‘1 Dollars. @. Dollars 
1934 : : : 3 
fori - : 2.60 : yee Goes | : oe. Vo ‘ 2.48 
Mey 2.60 : Perro ae ae ery Wie Ter : 2.38 
June mag fepel®) : eT nO Tee See ons : 2.10 : Oa 
Jah : BeOo » IG albo=4 1505 : 264d : Bee 
August : i yoke 2.43 SAMS TO O= OOo : b. 40 : BHCC 
September 3 2. 60 ; 2-48 oe Len CeO : 2.45 ‘ ene 
October : 2-60 ; 2.48 Oe deo an OO : 2.45 : aele 
Noveaber 2.60 : 2-48 8 Wid, BID x iio Qe) : 2.45 ; Diouleh, 
December : » UE Rao v 2-48 Heo! Sh,605 : Oek5 : NOS 
BOSS : ; : : : 

Jenuary : 2.60 : 6.48 Bs re bones Aas : 2.45° ‘ 2.58 
February : OD 2.48 fal OO wee : 2.45 : Oe 
March : P60 Qek iets YS 3.505 : Bote be OO 
April : 2.60 : a4 +s, DES 250805 : elas ; Bios 
Mey $ 2. 60 2.46 HAEG RL OO OOo : 3.45 : fe Oo 
June : 2+ 60 : L& aie ae i e's CC 2.45 ; Bae 
July ; 2s 60 : Let er LO or ooo : Dee : eS: 
August ; 2.60 : O28 A GeO Se SOD : a) £6) 2 aoe 
Septeaber ; 2.60 : 2.4 ee bye co's Se Oo ae 2.45. : 5. 38 
October : eee 8) : 5.4 se SG WSSU S05 ; 2.45 : 2eceo 
November. 3 De G0 : ooo a0 5 Oo 8. S05 : 2,45 : 2.38 
Decenber —: payee : ot eee re aro : ey 38) : SOD 


LOS5 : | : re : | : 


jpanisry eos ahs Y BENT OIG. S05 : 2ertd ; Badd 
February : e-o) S : Zoo ete LOO Ol. DOO : phd ; aA eto 
March : 20 yapaole: Or loom bs 505 : Broo Bee 
April : eee, DOG peel AS ae yee Oe : eis Dwi 
May : 2.50 : aioe SOLA. Ba505 : ve: : Peele) 
June - Bao : on Oe Fw LOO=: O. GOD FOS : 3.58 
puly 1-15 : 2<D0 : uae a) eo Os S00 S8Oo : Bee 
July 16-31 2.6 : an Go Ss toe Loo) oe SOD : eae) : epee =| 
Maes 1-15 : vanes © : ate fe BO 0 DOO oko : Dee 
Aug. 16-31; 8.0 : a+ 65 >: 3.405- 3.555 : onto ; pe OO 
Sept.l-+ ;: Be ne GS 4) Oat OS= 3. G55 : eno 
Sept.<-24 ; bode : A OD e  Seb(S= 3.725 : Be BO 
Sept. 22-30: eee : eu OO ft GOS. Ge 1 DO : aeoe 


Compiled from reports of the Bureau of Agricultural Economics, 
Division of Dairy and Poultry Products. 


1/ F.O.B. country receiving station 
e/ Includes fluid milk and fluid crean. 
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wieght. On August 16, 1936, by Official Order Nos D-10 this price wis 
further increased to &o.79 per hundredweight for milk testing 3.5 percent 
butterfat. The total inerenxse in price to producers since July 15, 1956, 
is 46 cents per hundredweight for Grade B milk. 


On July 16, 1936, the industry, represented by producers and dealers 
in the Pittsburgh Area, increised the minimum Grade B. Class..I price to be 
paid to producers from $2.38 per hundredweight for milk testing 3.5 percent 
butterfat to $2.65 per hundredweight. The increase to producers for Grade 
B milk was 27 cents per hundredweight for milk containing 3.5 percent but- 
terfat. This price is provided by Order No. 29 of the Pennsylvania Milk 
Control Board, effective October 11, 1956. | 


On August 16, 1936, the New York State Division of Milk Control, 
by Official Order No. 117, increased the base price for Class I milk 
to be marketed in New York City from $2.45 per hundredweight for milk 
testing 3.5 percent butterfat to $2.70 per hundredweight in the 201-210 
mile freight zone. The actual price to dealers for Class I milk, f.c.b. 
New York City, was increased from $3.155 per hundredweight (g2.45 Wf $.455 
freight + $ .25 receiving station allowance rate from the 201-210 mile 
zone to New York City) to #5.405 per hundredweight for milk testing oe. 
percent butterfut. This represents an increase in the Class I price to 
producers of 25 cents per hundredweight. A further increzse of 286 cents 
per hundredweight wis provided by Official Order No. 121, effective Septem- 
ber 25, 1936. 


at the time ef this writing, prices to producers supplying milk to 
the Baltimore market have not been increased. However, the price shown 
in table 22 for the Baltimore milk market represents the price paid to 
producers for milk used by handlers for both fluid milk and fluid cream. 
If the Philadelphia market is to continue to receive a sufficient quantity 
of high quality milk, prices to producers must be in line with prices paid 
to producers delivering milk to competing fluid milk markots. 


on “Suppive” milk prices.12% 


Table 23 shows the history of "surplus" milk prices in the Phila- 
delphia milk market, by months, January 1922 to June 1936, inclusive. 
This surplus price probably represents the price paid to producers for 
milk used for ice cream manufucturing, because practitrlly all 6f the 
milk in the Philadelphia milk shed that is not used as fluid milk snd 
fluid cream is used in the manufacture of ice cream. At times, however, 
when sales of fluid milk and cream exceeded basic milk, this price was 
jncrensed. The prices shown in this table during the period April 1954 
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i2/ “Surplus” in the sense of being in excess of fluid milk requirements, - 
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lk ussd fo 


ice cream manufacturing, feOebe city, by months, 


January 1922 - June 1946. 


mi 


uv 


Price per hundredweight: of milk, 3.5 percent butterfat 


content, paid by dealers for surplus 
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PHILADELPHIA, PENMYSYLVANTA 
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Compiled by the Inter-State Milk Producers' Association. 


+ No surplus. 
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to Jung 1936 are the priccs ostrblishsd by the Pennsylv.nis M 


Board for milk used in the menufecture of ice creem. — 
re 8 Daring the period 1922 to 1929, "surplus" milk Tepress 
ee quantity of milk up to but not uxcccding the besie quantity. eel 
liveries of e ‘producer oxcveded 200 percent of his besic quantity 
peid "second surplus" pricgs, for, thet quantity of milk «bove 200 
of basic quéntity. Teblu 24 shows the prices paid for "sccond sur 

less thet one-half of 


Meee) ilk during the poriod) 1922-1029. However, oar a 
a, percent of the’ totel dcliverics of producers Were peid for 4% "S30 
By ss surplus” prices. The “second surplus" clessificction wes discon 


tm 1929. 


In Mry'1932 & cron closes wes established by the dot tyesy 

Bare ay ducers! represent: tives, ond the prices: peid by duelers to produ 
Pp milk used for fluid creri during the period My 1932 to July 1936, 
shown in tc ble 25. | 


‘ie Prior to august 25,,1983, the-effective date of tho Pemera’ 
f ao nerketing nercvnent <nd liesnse for the Philedulphis milk Markets 22 
quantity of milk peid for 2t the croom prico by dec.lers was arbi 
* sect at 10 percent of the basic quantity, rethor the.n:on ¢ strict® 
nei, gcotion basis. the ilk merketing agrouimt and license contained 
ae imetloy the sac elessific.tion for milk used ¢s fluid erenm 2s om 
prior to its effuctive dete, The Fenusylvenis. Milk Gontrol Bosrd 
et Officirl Order No. 6, effcctive April 2, 1934, fixed the prico whi 
dealers must pey for milk used for fluid crvarr purposes, and this | 
of price control for ilk used «s fluid creca hes continued since t 
tino. fee er, oe De ; 
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The cllowance peid. by hendbers for cach! 1/10 of one perce 
4 fat content cbove or bulow 3.5 percent buttorfst on «11 Grede B mi 
Pi livered by producers .his .reneined unchenged duting the period Jant 
ray to July 1986, (Soo tzble 26). The butterfat differentisl durimgs 
AT period has been 4 gents pur hundredweight for scch one-tenth of one 
above or below 3.5 percent butterfct. 
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mt The averegs butterfat test of milk received, by months, 
“WP been ealeuletcd for four lerge de.lers ‘for whom the inforrs tion we 
ae abls. Tho averege test of cll nilk received (495,646, 987 pounds) 
ie ) 3.9607 percent. This, includes both: Grede'A{end’ Grede B milk, ( 
Y 27). The highest averege test, by months, wes 4.1458 percent in 
Ss the lowest. wis 4.7678 portent in July} the renge botieen the hig 

“4 lowest buing .376 percunt. . é 
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Teble 27. Purchases of fluid milk by 4 dealers (36,37,38,686) ' 
in the Philadelphia crea, showing the quantity and 
oercentege of butterfat in the milk purchased, by 
‘months: 1935. 


Month : Milk : Butterfat on Butterfat 
: : f Tl ect. 


Pounds : Pounds 5 ae Percent 


4.0475 


. ee oe 


Jenuary ; 38 , 354,786 4 1,552,427.59 
February 35,406 , 244 :  -1.422,679.45 e 4.U182 
Merch 41,225,711 we) 616,957.50 520222 
April at eae doa % | 1,619,701.35 3.8891 
Moy iE ie “0, tel, be2. 1,908,820.28 7.8828 
June ; 48,997,503 : 1, 893,827.28 7 3.8652 
July 45,099,552 ; 1,699, 254,10 | 2, 7678 
‘August _ 45,810,47% : 1, ’69,594.84 7.8629 
September GU, (60,02F 1,637 ,020.U3 | 4. OR e 
October 38,547,146 ; 1,585,159.32 4.118 
November Be, 762,677 1,440,501,85 -.1438 


December : 3:3 869 , C42 : 1, 485,125.74 : 4.1404 , 


POeeL : 495 , 546 ,987 Hts Bod ed won : : 39507 
ne ne ee eR eee 


Commiled from deta supplied by Pennsylvanis Milk Control Boerd. 


’ 


Oo, Grade A miik orice diitité~entiaic.¢ 


According to, sectiou 6 of Order No. 17 of the capper Daa 
Coutrol Board, which remainec im effect under ore eerne sé r ; ae F 
the minimua orice oaid to vroducers tor Grade A milk is require 
the minimun price paia to preducers for Grade B milk of Sef DEFCenL 
buttertat content, olus a outterfat differential wnich BOTS ie a! 
gents per hunaredweient tor each one-tenth of one verce:.t of ee er 
above 3,7, vlus a bacteria ponus,. 


During’ tne period May to Octoter, inclusive, a producer Hom 
averaze vacteria count, for the month, of 10,000 or less er cu te ¢ ; 
imeter receives a bonus of 40 cents per hundredweight. For milk 01 ove 
10,000 bacteria ver cubic centimeter but less tnan £0,000 bacteria per — 
cubic centimeter, a bacteria bonus ot 25 cents > er nunareaweicht VS Cale. 
During the oerioag November to Anril tne same bonus is Naid "to Uaoee oN 
ducers who -have received such bonuses during three of the previous six 
moutns, provided one oi these three months is July or August, Other 
oroducers qualitying to receive a bacteria vonus during the oeriog 
JoVember ‘to april are xaid 25 cents ver hundredweight ior a vacteria 
count of. 10,-006' or léss per cubic centimeter, and 15 cents oer hunared-. 
weight tor a bacteria count of over 10,000 per cubic centimeter but less 
tnan 50,000 ser cudic centimeter. The Grace A outterfat differential is 
raid only to producers qualifying for tne bacteria oonus, and the bacteria 
bonus is paid only.to vroducers qualityiag for the outterfat bonus. 


Unaer official Order Nora D= 10 aooroved oy the ‘ew Jersey dd Lk 
Control Board, effective august 16,1936, (areas number one and two), the 
minimum price caid to producers for Grade A Glass I milk at receiving 
stations is $3.19 per hundredweignt 1or milk testing 385 vercent butter- 
fat. <A butteriat differential of 6 cents ver hundredveight is acded for 
€acn One- tentn o1 one percent outterfat content. avove 3.5 percents, 


It a dealer maintains laboratory facilities, the minimum price to 
be %aid to producers is $2.79 ver hundredweight for milk testing 3.5 


vercent butteriat,-olus a buttertat differential of 6 cents ver hundred- 


weignt for each one-tenth of one percent butterfat aoove 3.5 vercent, 
olus a bacteria bonus. ) , 


eae oa a ee 


Tne bacteria Qouus paid to producers is 4O-cGents per hunaredweight 
for:-miik naving a vacteria count of 40,000 ver cubic centimeter or less, 
4.0 25 cents vex hundredveight for milk having a bacteria count of over 
30,000 ver cubic centimeter but lees tnan 100,000. ner cubic centimeter. 


a 


Be 
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Demand’ Conditions in the 
Philadelphia Murketing Area 


A. Business conditions ~- ‘purchasing power of consumers 
Tables 28 and 29 show the monthly indices of. employment and vay- 
rolls, respectively, in manufacturing industries in Philadelphia as com- 
puted from reports of the Bureau of ‘Labor Statistics, U. S. Department 
- of Labor, during the period November 1931 to July 1936. The monthly em- 
oloynient index during each month in 1935 was higher than in the correspond- 
ing month in 1934, and for the first seven months in 1936 the index of em- 
ployment was higher then in the corresponding months in 1935, This indi- 
' cates an upward trend in emoloyment in the Philadelphia area, The index of 
“ payroll totals for 1935 shows a gain of 9.4 percent ‘over 1934, and of 24.7 
“percent over 1933, while the index of emmloyment for 1935 shows a gain of 
4.8 percent over 1934 and a gain of 14.7 percent over 1933. ° During the 
first seven months of 1936 the index of payroll totals ranged from 4,9 
to 11.0 ooints higher than in. the first seven months of 1935. These data 
constitute direct evidence of an increase in purchasing power of wage earners 
in manufacturing industries in the Philadelphia Marketing Area. 


Since the svring of 1929 the Industrial Rese:rch Department of the 
University of Pennsylvania has obtained figures on employment and unemploy- 
ment in Philsdelphia. The 1936 report made during the veriod April (15) suo 
May 15, 1936, shows that 60.9 percent of the total number of employable 
persons 23) in Philadelvhia were working full time (30 hours or over per week), 
‘8.9 percent were emoloyed on part-time jobs, while 30.2-vercent were listed 
as unemployed. Of the 30,2 percent of the emoloyable persons in Philadel-~ 
phia listed as unemployed, 6.2 percent were working on emergency works pro- 
grams and 24 percent were’ totally unemployed. 


$e 


bs Employment and unem>loyment, Philadelphia, 1936 14/ 
RI a aaa aaa a Re enemas ake om tra 


. 
° 


Employment status, : Number : Percent 
‘Employsble persons (estimated) : 878,590 ; 100 .O 
Employed full time : 535 ,000 : 60.3 
Emloyed pert time : 78,200 : 8.9 
Unemployed ss se ; 265,300 ; _. 8082 


13/ Emoloyable versons were defined as those 16 years of age or overs 
working or able and willing to work. 

aa Devertment of Industrial Research, University of. Pennsylvania, release 
of June 27, 1936. 
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: The percentage of vecubtognenk in Philadel wiley, as. “shown by the 
studies of the Industrial Research Department, University of Fennsylvania, 
has ‘fallen from = peak of 46°percent ‘in’ 1933 "to 35 and 32 percent, respec- 
tively, in 1934 and 1935, and was at 30.2 percent for April-May 1936.. 
During these four yerrs the percentage of full- time employment increased 
from, 24 percent in 1933, to 61, percent in 1936. 

The reports of the Philadelnhia Federal Reserve’ Bank indicate that 
there has been # steady improvement in business activity in that district 
during the post: yeer.: Activity'in Some'’of the mejor: industries in the 
Philadelphia Area indicste that production, employment, and payrolls heve 
been steadily improving. (See table 30.) The manufacturing industries in 
t he Phila delphie Area are diversified .nd.the.. genere] condition in the 
aree is not greatly effected by the operation of .any'’single industry. 
Consequently, business conditions in this aren are; ‘not subject to violent 
chenges such as have occurred in other ereas. With économic ‘conditions © 
in the country as‘a-whole ‘irmrovitig steidrly,’ ‘somewhat the | séme general 
improvement in conditions in ae nee shh may be: expected. 


5. Relief. ty ey Acs te dO DE dt ee Re a Gas a aa a ae . x ed , 
The relief situation in Philedelphia,:eas shown by data secured from 
the Philadelphia County Relief Board, shows a large decree se in the number 
of cases on direct relief nnd’ a‘‘corresponding increése of cases on work 
relief during the past year. (See table 31, and figure 2.) -In August 
1935 there were 140,599 cases (femilies) on direct relief in Philadelphia 
County and this number, had. decreased. to 58,034. ceses.in July 1936. In 
“ueust 1935 there were 20 ceses on work relief end this number hed in- 
creased to 47,574 cases in July 1936. However, this letter figure repre- 
sented transfers from direct relief to WPA and does not show the number 
of workers: who heve secured eriployment’ in privéete industries since tea: 
trensfer to WPA. The increase in activity of the Public Works Progrem 
in the Philadelphia Area has no doubt increased the: purch: sing power of 
Oe Se 1 UAE BP Cl eo, sus od wie cub aun ah aA ae aa ae : 


There are no dats available showing the importance of relief milk, 
in Philadelphia because only cash relief is granted: and the recipients may 
purchase’ goods according to théir needs. 


C. The trend of milk and cream consumption -- Philadelphia Marketing Area 
A readily availeble official indicator of the volume and trend of * 
fluid milk consumption in the Philadelphia Marketing Ares is the report of 
receipts of milk at the FPhiledelphie Metropolite n Area issued -by the 

U. S. Department ‘of Agriculttiré, Bureau of ‘Agriculturel Economics. Table 

ge and figure 3 show the daily average receipts of milk in the Philadolgnee 
Metropolitan Area, by months, Jenusry 1930 to September 1936, . The daily 
everage of 20,261 40-quart units during 1930 decreased exsch yesr to 2 low of 
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Table 31. Number of cases (families) on direct relief and work 
relief in Philadelphia County, Pennsylvania, by months, 
Sevtember 1932 to July 1936 


fear Number of cases 
and : : 
month : Direct relief : _ Work relict 
962 : 
September : oy oo 
Jctober ; Bt sole 
No vember : 38,720 
December : 50.115 
DSS : ; 
January : Sie ¢ : 
February : 43,699 : 
March : 68,338 a 
April : 70,445 : 
Mey : tGgu200 
June : 66, 869 : 
July ‘ 64,201 ‘ 
August ome 59 ,014 : 
Sevtember : 03 , 896 
Ictober as 52,918 
November : So, 279 : 
December : 60,536 : 3,188 
1934 : : 
January : 59 , 947 Sas 8,256 
Fe oruary : 63,407 : 7, Cot 
March ; 64,788 : 10,499 
April : 60,082 es LOR 417 
May = G5, 757 4 8,286 
June : 63,550 : 6,405 
July : 66,653 : 3,466 
August : 69,526 : Ey, b0e 
September ; 74,015 : 108 
October . eters a ; Loe 
November : 70,364 ; 9,483 
December : 74,909 ; 13,2435 
1935 ‘ : 
January ; 81,056 : 14,958 
February ; 85,604 : 14,948 
March ; 100 , 654 ‘ 3,881 
April : 100 , 700 : 5,196 
May ‘ 96,188 : “Byvar 
June : Yan 60 ' 6,358 
July H 71,635 : 385 


(Continued) 
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Table 31. Numberof cases (families) on direct relief and work relief 
in Philadelphia County, Pennsylvania, by months, September 
1932 to July 1936 -- Continued 


eee en a NE 


reper ea REE | LT AC Ea 


August 100,599 20 
September 99,708 (31 
October 96, 889 2,048 
November 87,007 11 5el 
December &0,560 | 18,948 
January (eedeee ae Fie je, 
February | 69, 895 36,474 
March | 68, 679 38,054 
April 58,857 48,115 
May 58, 843 Us, 059 
June 58,190 48,112 
July | 58,034 47,574 


Compiled from data supplied. by the Philadelphia County Relief Board. 
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18,596 40-quart units during 1933. The daily average receivts during 

1934 and 1935 were higher than in the preceding year and, the total Py 
receipts of milk at the Philadelphia Metropolitan Area during the first ~ 
nine months of 1936 exceeded receipts during the similar period in 1935 

by 67,000 40-quart units. 


Date are available for making a comparison in the total sales, in 
terms of butterfat pounds, of milk and cream by the five largest distrib- 
utors in the Philadelphia Marketing Area during the three-month periods 
January-March 1936 and January-March 1935. (These five dealers handled 
approximately 85 percent of the total milk purchased from producers in the 
market in 1935.) The total volume of milk sales of the five dealers was 
1.4 percent less in the first three months of 1936 than in the first three 
months of 1935, whereas the volume of cream sales was 7.1 percent greater, 
There was a decline in total sales of butterfat in fluid milk and fluid 
cream of three hundredths of one percent. While the milk sales of all 
dealers except one declined, the cream sales of all except one of the 
dealers showed considerable increases, 


A summary of these volume and percentage figures follows: 


‘Sales of butterfat:Sales of butterfat: Total sales of 


in fluid milk : in fluid cream : butterfat in fluid 
f : milk and fluid 
sks Son) Cite. Ny ey. One ae ee : cream 
: Pounds : Pounds : Pounds 
Jan.-Mar. 1935 : 4,146, 882 : i pt rar ayes : 4,925,066 
Jan.-Mar. 1936 : 4,090,197 : 832, 548 ‘ 4,922,545 
Percent ; Percent : Percent 
Change, 1936 : : ; 
compared with ; : ; 
1935 : -1,.4 : + 7.1 } -0.03 


The apparent increase in cream sales probably is not inconsistent 
with the apparent slight decrease in fluid milk sales. Weather conditions 
during the three months under consideration in 1936 were extremely severe, 
and therefore probably had a depressing effect on fluid milk sales. A 
greater decrease in fluid milk business occurred in January, as compared 
with the other two months. 
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Picts) Voor 
The supply Conditions in tre rhilcaclpniz Lilk oupply »ree 
A; Generalodescristion of ths sailedelphie wilk siienply arec’. 


Figure 4 snows tie area witain whic. producers who anip cic. to .6he 
Thilecelphin .erketing ..tea are loceted, snd stows the density of eile pras 
duction in the various parts of thet avea, by countics. ‘nis supply erea 
extends cestwurd from rhiledelphie to the Pittsburgh «res end includes tae 
territory extendin: from inil.delphie nortavard througn ths esntral part of 
the state, end throug: the northern vier of counties in wennsylvenin; the 
soutnorn purt of New Jerscy, 211 of Deleware, the ~-stern snore und nortucern 
bare of barylend, fend. & smeii port of o-etern .est Virgl 


The receivts of milk by four deslors opor:ting in ine rhiladelptria 
Narketing «rea, oy 60-mile zones are snown in Teble 33, ‘The figures in 
this teble sho trust during the your 19°5 these four deelers purena sed 
26,540,491 pounds of milk from producers loce 2d more then S60 miles from 
toe .2rketing +refi. 


Yehle 54 conteins figures compiled by the Ferm Credit iniministretion 
wits: reforence to the yeer 1964, in a vrelininery renert of. 2 study of milk 
. 


¢trenspvortation in the Voil:delphie crea. she dete Tris thae vc Ihoicever i= 
rectesnioved milk in addition to milk peceived through receiving st:.tions. 


Tie mein clternitive merk-ts for fluin milk sroduecd in the Thile- 
delpnia milk shed ere other fluia Wilk merkets ond tac milk ccocolute 
manufacturing industry located in central Pennsyivania. The Philadelphia 
milk shed is adjacent to and overlaps the milk sheds of New YorR icity, 
Pittsburgh, Baltimore, washington, wilmington and a number of large cities 
in New Jersey-and along the «atlantic seacoest. Milk dealers in several of 
these cities are operating receiving stations within the area from which 
Philadelphia draws its milk supply. lo, The milk ‘chocolate industry draws 
the major portion of the milk produced in Pennsylvania in the 70 - 120 
mile zone from Philadelphia. A number of the country receiving stations 
operated for supplying the milk chocolate industry ere approved for the 
Philadelpnia fluid milk market, and-during certein seasons of the year when 
the Philadelphia milk supply is short, dcalers operating inthe Philadelphia 
market purchase milk from that source. 


Hence, dairymen in the Philadelphia milk shed are shipping milk to 
other fluid milk markets and to: manufacturing plants, and the prices paid 
to producers for milk sold in tho Philadelvhie Marketing area must be as 
high as the prices paid to producers supplying milk to other fluid milk 
markets (subject to transportation differsntials), in order that the 
Philadelphia market will have e sufficient supply of milk available at all 
times for fluid milk neuds. 
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A / See Figure 7 below. 
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Figure 4,-PRODUCTION PER SQUARE MILE IN AREA SUPPLYING THE 
PHILADELPHIA MARKETING AREA, 1929 
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The study of the Philadelphia milk morket made recently by the Dairy 
Section of the Agricultural Adjustment Administration and the Pennsylvania 
and New Jersey Milk Control Boards, shows thet in 1935 the milk receipts of 
the eleven dealers covered in the study were classified as follows: 16/ 


(5.2 percent as fluid milk 
coe6 percent as cream (fluid cream end ice cream) 
1.2 percent for all cther purposes 


This study includes the operations of the lergest dezslers in the 
Philedelphia merket who have manufacturing facilities available for hand- 
ling their surplus milk. It is probable that the percentage of the milk 
receiots used es fluid milk by the smaller dealers is higher than the per- 
centage used by the larger dealers as fluid milk or Class I. 


From the above discussion it is apparent thet the Philsdelphia milk 
shed is a deficit milk producing area as far as the total milk and cream re- 
quirements of the market ere concerned. Large quantities of cream are 
shipped into the area from western and southern states, for fluid cream and 
ice cream purposes. 


B. Characteristics of the Deiry Enterprise in the Philadelvhia Supply Area 
Ll. Types of farming in the area. 


The farmers in the Philadelphia milk shed are, for the most part, 
general farmers with some poultry, cssh grain, potatoes and truck farming 
along with the dairy enterprise. 


In Pennsylvania 26.3 percent of the ferms received more than 40 per- 
cent of the income from the dairy enterprise during the year 1929. In 
counties supplying milk to the Philadelphie milk market there is a wide 
veriation in the percent of the farms deriving over 40 percent of their 
income from dsirying. In New Jersey, Delawere, Merylend end est Virginia 
there sre relatively more farms of other types, since a much smaller per- 
cent of the ferms in these states receive more then 40 percent of the in- 
come from dairying than is the case in Pennsylvania. The figures in table 
35, from the Census of Agriculture, show the percent of the farms receiv~- 
ing over 40 percent of their income from the dsiry enterprise, by states, 
and the range by counties in those counties supplying milk to the Philo- 
ag Merketing Area, during the year 1929. (See also teble I, Appen- 
dix B. 


There are more cattle per square mile in Pennsylvanie then in the 
other four Stetes supplying milk to the Philadelphia Marketing Area, but 
the percent which milk cows are of all cettle is higner in New Jersey and 
Deleware then in Pennsylvania. The figures in table 36 show the number of 
cattle per square mile and the percent which milk cows are of ali cetthe, 


ce 


16/ See Part V, teble 18. 


Table 35, ~ Perce:.t of farms receiving more than 40 
percent of their.income from the deiry 
enterprise, by states, and the range in 
sucn percentages, by counties supplying 


milk to the Philadelphia marketirg 
Aréa,, L929. 


Percent of forms 


Stave . with over 40% of ‘eLek ; als 
‘ income from dairying Hign Low 
; Percent “Percent Percent 
Pennsylvania 25.35 51.3 / 5.6 
New Jersey | ike res: : 306 ¢ : He: 
Delaware : SPR : aes Bigs 
maryland : eek | 504 6 : Are) 
West Virginia 35.4 : G48 : Dee 


Compilec from the United States Census of Agriculture 
Al, e> 2 


Range by counties 


- a9 = 


Table 36. — Number of cattle per square mile in states 
supplying the Philadelphia merketing Area, 
the percent wiich milk cows were of all 
cattle, by states, and the renge, by countics, 
in courtivs supplying milk to the Philadelpnia 
Marketing Areas, 1929. 


ee Cae Cae Eo ee ie / ‘Percent milk cows cre of 
attle pe quare mile ‘ 
ete ees Be. BLL waste: Ee 
By « Range by courtics | By .Range by counties 
; . states High "Low « ptatvese "High e howe 
Da) Lat So at aes SHEET eich aa aa Fee iF Sea RNae > ea eben rcare Bae SARE eX art) se 
| Number Number Nonber 4) OPercenter Porcent. Percent 


Pennsylvenia 34 f; ‘ 54 Al 47 


238 74 61 


27 14 5o@ 1) oe 


Maryland 32 10 63 ‘ 49 


on = 
O? 


= 
HS 
| ed 


West Virginia’ 25 52 a 56 ; 49G4 4a 


Compiled from United States Census of Agriculture, 1930. 
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Teblo 37. - Number of ecres per fern in strtus supplying milk 
to the Philedclyhis. M.rkcting ares, number of acres 
per d:.iry type ferri, cnd the rengs by counties in 
countics supplying milk to ths Phil<edelphic. Merkeot= 
ingeeres, 1929. 


: Number of Acres per farm _: Nurbcr acres por dsiry type farm 
Stetes :By States :Rangs by countiscs :By Strtus : Renge by counties 


ee ee eS eee ee 43 dich ore 


Acres > ACTS: > Acros >; Acres <* (heros : Acres 


Pennsylvenia : 89 : 156 : a . ay + “Ss eS.) 
New Jersoy : 69 : 94 : 29 ; (lee o° fed 


Del: were : 93 ‘ pes: : 78 = es » 25e ES: 


tie 


Maryland SO. : 164 : 67 ee be >: 184 s/s 


West Virginian: -~ LOY ; 149 : dio a. 134 eet mel ie LS 
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Conpiled from United Strtus Census of #griculture, 19350. 
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Table 39. -— Expenditure for feed per @airy type farm, © 
by states supplying milk to the Philadel- 
phia Marketing Area, and the range, by 
counties, in counties supplying milk to 
the Philadelphia Marketing Area, 1929 q 


O_o 


Expenditure for feed Bie ‘dairy type farm 


1 "| 2 ay see See 
*bollarse “Dollars Dollars 

Pennsylvania : 600 ims Qyoro ; 268 

New Jersey : 116878 2,866 1,200 

Delaware 826 279 551 

Maryland : 203 1,498 366 

West Virginia 626 456 320 


ee TL, ES TT 


Compiled from United States Census of Agriculture, 19350 


2 ee 


ra 


by states, sand the range by counties, in counties supplying milk to the 
Philadelphia Marketing Area, during the ycar 1929. (Sée also table I, 
Appendix 8.) 


Be olze Of Learns 


Thore is a widc varintion in the number of acres per farm in the 
counties supplying milk to the Ph¥ladelphia Marketing arcs. T:ble 357 shows 
the number of acres per ferm, the number of ccres por diiry type farm, by 
states, and the range by countics in counties supplying milk to the Phils- 
haa Marketing Arca, during the year 1929. (See also table 1, Appendix 


td 


3. Use of lund and expenditure for feed. 


According to the 1935 census, the percent which land im farms is»of 
total land in each of the five states supplying milk to the Philadelphia 
Marketing Area hes increised somewhat during the period 1929 to 1934. 

T=ble 38 shows the percent which lind in farms is of total land, the percent 
of lend in farms in specificd crops, by states, and the range by counties in 
counties supplying milk to the Philadelphia Marketing Arca during the years 

19029 and 1934; (See also table LI, Appendix B.) 


The mnnuxl expenditures for fecd per dairy type form viries widely in 
the states supplying milk to the Philxdelphi«s Marketing Area, and in counties 
within these states. The figures in table 39 show the expenditure for Teed 
per dairy type farm, by st<tes, end the range by counties in counties supply- 
ee milk to the Philadelphia Merketing Arca. (See <lso teble Lil, Appendix 


The figures in this tuble indicate th.t in some sections of the milk 
shed 2 large part of the fecd supply 18 grown on the farm, while in other 
parts of the milk shed the expense for feed is very high. This is espec- 
ially true in New Jersey where the average nnual expenditure for feed per 
farm is elmost three times as high as the 2veruge expenditure for feed per 
firm in Pennsylvini? and Meryiand.1?7/ 


4. Number of milk cows on farms. 


During the period 1929 to 19455, the number of milk cows on furms in 
the Philadelphi« milk supply area increascd sbout 8 percent in Pennsylveni:, 
18 percent in New Jersey, .6 percent in Delzw-re and Marylend and 21 percent 
in West Virginin. (See table 40.) During this same period milk cows on 
ferms in the United States incressed upproximatcly 16 percent. (See also 
table I, appendix B.) 


17/7 See also Waller; Allen G. und Cirncross, Sonn W., Cost of producing 
Milk in New Jersey (Preliminary Report) New Jersey Agricultural Experiment 
Station, June 1955, p. 12 and pp. 48 - 52. The suthors studied 176 herds 
containing 4,089 cows, during the year August 1933-July 1934. Feed costs 
constituted 44 percent of the total costs, and the cost ofeconcentretes was 
19 percent of the tot:1 costs. Tho cost of concentrates fed to herds in ths 
counties supplying miik to Philudelphia amounted to 17 to 19 percent of 
total costs. 
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5. Milk Production per cow. 


Milk production per cow in the United States declined 9 percent from 
1929 to 1935. (See table 41.) Milk Production per cow hes been regulerly 
higher in New Jersey than in other states in the Philadelphia milk sunply 
eres, in 1LOS5-milk production per cow was 5,140 pounds in Pennsylvenia, 
6,0CU pounds in New Jersey, 3,950 nounds in Deleware, <,180 pounds in Mary- 


lend, end 3,42l peunds in West Virginia. Since 1929 milk production per cov 
has declined approximstely 2 percent in Pennsylvanic, 6 percent in New Jersey, 
6 percent in Delaware, 8 percent in Merylend end 10 percent in “est Virginia. 


(See table 41 ené teble III, Arvendix B.) oa dh 


6. Total milk vroduction in states supplying milk to the Philadelphia 
Marketing Aree. 


In 1935, total milk production in Pennsylvania was 6 percent higher 
then in 1929, 12 percent highcr in New Jersey, 9 percent higher in West 
Virginia, approximtcly 9 percent higher in Deleware, ond 3 percent below 
the 1929 vroduction in Merylanc.. (See'trble 42.) In New Jersey the total 
milk »mroduction decdined from 1920) to hlgse, “out incrersed materially in 
1934 2nd 1935. Total milk production in Pennsylvania remined reletively 
steady from 1929 to 1934, with@sherp increase in 1935. In delaware and 
Merylend total milk production has decreased somewhst from a high peak in 
MOzg. (See table 42.) | 18/ 


7. Disposition of milk produced on farms. 


al milk produced, wnich was kept on 


In 1929 the percentage of tot 
ferms where it was oroduced, wes :s follows: Pennsylvenie 13.1 vercent ; 
New Jersey 8.5 percent; Delewaie 17.3 percent; Merylend 16.0 vercent; end 
West Virginis 54.5 percent. (See table <3.) 


The percentage of the totel milk produced on dairy type farms which 
was sold as whole milk was es follows: Pennsylvenia 89.7 pe i 
Jersey 96.5 vercent; Delaware ae percent; Merylend 93.5 

Vareinia 71.2 Dercent.., 


New 
ercent; and West 


In Pennsylvenia 76:4 percent cf the total nilk production was sold 
ss whole milk, 6.1 percent wis sold as farm butter, 3.8 percent was sold 
as butterfet and u.6 vercent was sold as cresm. In New Jersey 90.2 ner- 
cent of the total milk production was sold as milk, Gar nercenteas Term 
putter, ©.1 wercent -s butterfat, and 0.5 nercent as créam. - In Delaware 
77.5 vercent of the totsl milk production was sold as milk, “423 percent és 
farm butter, 0.6 nercent as butterfet and 0.3 percent as cream. In Mary- 
lend 7.2 percent of the total milk production was sold as milk, 5.8 per- 
cent es ferm butter, 2.7 percent os butterfat, and 1.3 percent &s crean. 
In West Virginia 20.2 vercent of the total milk production was sold as 
milk, 11.3 mercent as’ Term Dinter, Loa. percent as butterfat andjO.9 per- 
cent as crésri. 


oo ES 


18 / For detailed information showing total milk production end milk produc- 
GFion per cor, by counties, in counties supplying milk to the Philedelphia 
Merketing Area, see table III, Appentlix Be 
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In Table 13 the colwin heeded "crean sold" refers to crea: 
Waich is defined in the Census as "that crean which was sold by the 
gallon" as compared with the colwan headed: "cream sold as butterfat"! 
waich represents :Ailk paid for according to the butterfat content. 
Very little of the milk produced in thisvarea’ is sold as ereaw Tor 
sweet crean or for manufacturing use. A very large apa of the 
milk »roduced in this erea is sold as wiole wailk. ig 


&. Drought conditions. in states supplying «ilk to the Philadelphia 
Marketing Area. 


While the states supplying milk to the Philadelphia Marketing 
Area, (Pennsylvania, New Jersey, Delaware, Maryland end West Virginia), 
are not included in the extreme 1936 drougnt area, nevertheless crop and 
pasture conditions heve been seriousl# affected in parts of this area 
due to the drought. The drought was not as serious in the greater 
portion of New Jerse,” and Delaware, as in parts of Pennsylvania, Mary 
land and West Virginia, where the corn crop was badly damna.ed and all 
late crops suffered materially from lack of rain. The drougut has been 
especially damaging to hay crops and pastures. The condition of 
pastures on August 1, 1936, was 51 percent of normel in Pennsylvania, 
49 percent of nornal in New Jersey, 64 percent of normal in Delaware, 
o3 percent of normal in Maryland and 35 percent of normal in West 
Virginia. (See table 44.) The condition of pastures on August 1, 1935, 
in tnese five stsetes ranged from 77 to 89 percent of normal, and the 
ten yeer averaze 1923-1932 ranzed from 67 to 78 percent of normal. 


The estimated decrease in production of tale’ hay for the year 
1936 compared with 1935 was 26.3 percent in Pennsylvania, 19.2 percent 
in New Jersey, 27.8 percent in Deloware, 33.3 percent in Maryland and 
38.7 percent in West Virginia. (See table 44.) In certain parts of 
tuis area the hay crop was extreiely short and many producers will not 
have sufficient roughage to carry then through the winter months. 


Tne estinated decresse in the production of corn for the year 
1936 coapared with 1935 wes 16.5 percent in Pennsylvania, 17.5 percent 
in New Jersey, 3.4 percent in Delaware, 10.0 percent in Maryland, and 
18.8 percent in West Virginia. (See table 45.) Late swamer rains in 
parts of tne area revived pastures and may crops materially and gave 
rise to the prospect of a fair corn crop in some ease Other sec- 
tions continued to suffer because of lack of rain. <& 


Tne. foregoing discussion indicates tnat the drougit: situation in 
tue States supplying milk to the Philadelphia Marketing Aréa is of great 
concern to aany ilk producers in the Area. However, the main effects of 


19/ see Cowaen, Tf. K.' and Fouse, #. G., the Sup2zly and Utilization of 
“ilk in Pennsylvania, The Pennsylvania State Colleze, School of 
Agriculture and Experinent Station, Bulletin: 32r, p. SOR Sleeis 
stated that 48.2 percent of the total supply in the Philadelphia 
milk shed is utilizee as fluid silk. 

20/ See tonthly resort of Crop Reporting Board, September 10, 1936, 
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the 1933 drought will ordbalely ve felt more in these states in the iorm 
Ot hisher vrices paia tor feed during the winter months as a result ol a 


snortaze o1 grain, esnecially corn, throughout tne “orth- Central and 
prairie states. : 


‘The prices Oi teedstufis at Philadelohia during tne: months ot July 
and Auguet’ and the preliminary fieur-s for Seotemoer and October show a 
very sharp increase over the same months in 1935. (See table 46. )- In 
June 193& the vrices of teedstufis at Philadelohia were considerably higher 
than they were ouring Juné 1936. However, the extreme drought conditions 
tnrouguout a large part of the country greatly increased’feed prices since 
June.o; tnis.year. Table 47 snmovs’the prices oi ‘certain. ‘teedstuffs at 
Pniladelonia during the period June - August 19456, comoared with the same 
oeriod in 1936, and the vercent cha.ge in 1936 comoared with 1935. 


Tne figures in.this table show that the average price 01 seven feeas 
at Philucelonia in June 1936 was 13.5 percent below the average vrice of 
these sane feéds in June 1935. Howéver; .in July 1936, the average price 
of these iecds wis 23.5 vercent above the.averaze orice of tnt same teeds 
an July*1935. © Paehagust 1966 the increase in feed prices was» mach more 
orououicea, the average orice or the seven teeds at Philadelohia in 
August 1936 biLing 45.5 percent above tne averaze orice ot the sane ieceds 
in August 1935.. ‘Thus, within a period -o1 two’ months, feed vrices at 
Philadelonia increased tremen idously, and the extremely low production of 
corn in the United States ior this year indicates that feed vorices will go 
even higher. Higher feed costs increase the cost of produci:ig milk and, the 
producers in the Philadelpnia milk shed will be materially atrected by 
these higher oroduction costs, as well as by tne increase in the cost of 
labor, and. other. items: the farmer must purchase. 


9. “unber of producers ana seasonal variation in production. 


From data available it is estimated that there are between 10,000 
and 11,000 producers suool,ing milk.ta handlers in the Thiladelonia tiar- 
keting Area. Table 48 snows the number o1 vroduce”s delivering milk to 
nine aealers overating in tne Philadelvhia Marketing Area, by states and 
by months during the year 1935. The figures in this taole show that in 
December the nunber of producers delivering milk to these nine dealers 
was 6.83 vercent lower than in January. The decline in the sumber of 
producers by states was apvroximately in the same orovortion. 


Table 49 snows tne average daily celiveries of milk ver nvroducer 
by states and by «aonths, during the year 1945. The figures in this taole 
snow that the average daily deliveries of milk wer producer were larger 
in New Jersey and Pennsylvania than in the other three states The 
average daily Gelivtries of milk per producer, were 187 pounds in Penn- 
sylvania, 27I vounds in New Jersey, and 133 vounds in Delaware, Maryland 
and West Virginia, with a daily average of 178 vownds ver producer for 
all producers delivering milk to the nine handlers. 


The seasonal variation in milk vroduction ver vroducer, ranges 
from 88 vercent in November to 118 vercent in June, in Pennsylvania; 


@ 
sonst, Azcututqtoig /% 


pozyetodsoquy = /T 


SS TL TL OS RE OTE SLE OS ACCOR LLTS RITE TRE Cr Er. et rte tener atime ia ee OTe |= ERE SEERA EEN" Sotimtinsescaiin aceusion 


ans (0G=) 
fe OLE * 72 00°07. :/2 eee = 2/2 Gyeee 2 /e Geete =? 190490 
fé ose fe surte +/€ eto 3/8 ut*te «3/8 T6°ee +: - t9qmoydeg 


ee 


pase = /ei0"ge- fe co*ce 


fe 9L°9¢ «3/2 eg°se 72 Erle 


oe 


67° 8E 277, CG GV, * MOS Cy ¢ G9 2c ae oy 3 BE°6E . ot ae, SAS ag ysnsny 
O9°VE : lovee ~  QO”EE, >  Q00°9€E Eos Ze OS OS: ne ae OS°*cE we OGein = * Aqup 
VeedG : OT'SGG" © . G6" cd." BOI ES Orr OG = * O€°O€E : Ot" Le =: OP tars: ounr 
00° Se : Le wee = HoLcLG * Gu eq Se00 6c & Seelc aos Co a. OSEree am * LOW 
Gato BS WOG"1e<"* Sis Va V6 ° LS oe dy Oo ye © T8°9¢ : WO" See Gtsyg =< trad: 


87° 7S ; Ov°ce = Sv°ES : OL°9¢ a BUS OG gy * O7°Se : UE"Ge ©- O9sc¢ =? Yor} 
97° Te : CL GGe-* = BLOGG & TP 9e GG eG t E9° TS : Le ae Le’ Ga ATONIGE J 
eS25C ; ET°Se OS tic. 3 IOCEGe— = 69° Bea SL°S¢c : wy Ge Bolom Arsnuep 

$ : : : : : : 9E6T 


LL SL LS SS EE ES ee NY NE ee “rere eine ee een seen re 


68°6¢e 3 ba OGe.* “GLL6¢ 


ne ere es ee ee eer, 


[ae eo a 2 O0°7e 2 69°98 2 OB8r0a7 


a oc re a ee 


SR RS RE ee en en ee ere ee oe ee, 


V7°9G - OUS*Oce * BOStec*s OL° Le a8 SO) C6 a? 06° : Ob ee 2 OL eee SF ATOGUODO 
ET°9C : 9Or tice * 0G" Sc -* 69°8S ‘BE CG 4s EG°*SS gue Ge oes BErco yt TOQUO AON 
eles 3 UG oce *- O8S9G) 4: 00°62 Se OG, OG: eee 0¢° SS $ OS"so as Q0°cc * 100490 
myo °Ge . Pts Soe*6ee G7 e : 9G°GS" =i 00*L¢—* > 00%62 G = ae-te © iS peste ee scam mac 
y SGRIG s 23 GL°8e = 00°92 3: ES° UG = ss SOO" SS - 8 T8°EE : Eo"°So SEsae. .% qsnany 
- 60° Se : O9"@e = O82ie-s G6°8¢C a, oes ic ae > 07° 7 : OS°Sc - > O8°te : Aqne 
' ; 6L°0€ fe BGeuEGe * 20S"Ga = ca "es te BOS” LE :/T G6°PE : te*ec = Lo2oe > ouns 
Bee ect ee, 0G 26a * “OC8om t © “06e SD /1-sé*Te= :  O¢*ce & Ba) Gerre =  wowre ee Koy 
ccm ier cls * Ole6c st = pCo*ce | S Oeeze a t/MOTtee  ¢ ” 04° Te ees Seer et Tpady 
97°SE : Vet... *. OG&Co.<* . GO°9E 2% eS9e7E waa C6258 : 06°66 OO°O0E = Yor 
GuAve + a2 aO0Hes FEL Curve * OSes: Lyk SL°98< */E.068e6 = 2 Gries. Deric es denrqon 
OGeo> - "=> Scr*oe. * » corec..: Go", w Jl chery 2/7 OSLES— = igh" 1e © *, Seaciewe...-: Arcnuce 
: : : : : : : : Cont 
SIVTTO +: SaiCTTO" + Savy~Toq:  FieTTo" +: SHBTTO : SavTfoq +: SavTToq : aoriog : 
—— : : o so eee so i, ag os Se a Cee ee eo a BER eee 
sooTIg 3: poog : > (ZTv).  * (Yve) *% SBUTTPPTN : Yooum sutag qvoyy: Yquojy 
OBCICAY 2 Autmoy : poog : Teoyy : TCoN sanoTT zooum: Butszdg +: Butadg =: pur avaz 
2 O9TUM +: UO9NTH : poosuozzog : podsuTy : sutzdg : pavpucvyg : pavpurgg : 


“SPOT ACO UT possrq 09 Sod 
otyd tpertud yo sootad gynqspoog :B0s0ay ityg SYTHATRQYIIHd °9F OTA 


- 85 


poyeutysg /T 


°9% OTGRI, UT pouTc OS v4ycp Wosz pottduos pue poynduog 


: : a: 3 So ee ge ae Pe eT ak meee ee een ee 
cecpt: Syeee = GR 9a -* steet : Ogeye e “SOteG s* “Get ft TO"GC Fe ee poog osvs0Ay 
geop—t 7T Go's 2 «GL°8e ¢ ie Le ay B (O9°R@ =) «ce io 2) VCLGc = Bettie poo 
: : : - ¢ : : : : AUTWOH O4TU/A 
seco: OSg°sy = O0%OC’ a® ecoet : CO°GG. = OES ec 2. crocse 1 Seowc S Os"te = psog Uo INT) 
O67: op°9e + E9°te | ype OO°9OE = G6°C¢ = “<G*Gl@ = “09%Ssc | Petre = (fT) 
: ‘ : : ae - : : : [op peosuo 709 
So) Ostet? +: (00f9s-? yefeatt sac + “ooMie = “OAL a + MOE*ee TOS mer st (L7€) 
: : : : g ; : : e Teoy poosuty 
g°ot+ : Be oe. = ees — oD —- 2 Ooseoe +: OFFE * EET- = OS'OE * G6°PE + SBUTIPPTN sIMOTHA 
2 ° : : : - : : : q0ouj, PAcpurys 
L°vr + 3 mece coe ae ctct : Ostee F *Ogtee = “csr = = Othe * Heese SSUTTPPTN FCOUs 
: : “ : ae a : : : Zutadg prepucyzs 
Leet: yO LG 6*0ClUGE Gates - GS er = OCsbe we “ORT Sc: oe OPS ss. OEcee- -2r Fetes. (as ucig PeoUsh 
Sutidg picpurcys 
Sao, sod *: 209 aod 2-UOn aed § G09 200% ¢ YOu 00 1: uog 2od. 5 
qudoded ¢ SAIVTTOG : SuvT[og : JUOdI16g + sav{TTOg : SszvtTod $ JUodteg +erey{oq™ sacred + 
9€6T ¢ << Fine ccre =< £ os 2 = Sc ts 2 S.A e ae 
Grasoes= Of6T : Gs6t-: oSueyo : 9661 = GE6T “: OBuUByD =~ OF6T © « SEGT FINYSpPoog 
quooteg : : ¢ 4UuSoreg : : 2 quootog + : : 
a7 4 eae ee 2 a —. 


*SGeoT UTA 
poscduos g¢6T SOsvoZoUT ZO OSteEtOOp quooaod pus *og6T put SE6T 
fosnSnv ‘Arne feunpe vetydTepettyud ye sggnpspses petjytoeds fo seotig “LP STQey, 


66 aay: 


Table 48. “Nuaber of rocntanss Fasten milk to 
nine dealers operating in the Philadelphia 
Marketing ape by States, by months, 1935 


+ 


: Mauaber of Producers x 
‘ wonth ; ANE lita - $ Maryland and 


New Jersey : Delaware : West Virginia 1 

Number. . “iS Nooher 2. MNusbef Number : dhuaber 
January : 6, ldo 8 sy Fa UL en Ae OOS Bae om 2,008 3 9,605 
a : 6,120. ta a O80 | ce eas 1,964 : 9,496 
March s1304 Bie S65 7s1 O83 2,001 : 9,530 
April 6,142 2" Gan Pe ea ee eee / 2 9,484 
Maj 090 634 019 | joe 9 15 
June 6 ,O31 631 fe at 1919 9 #292 
July 5 951 636 707 1,908 9 eee 
August 911 637 705 fe 01S » 9 nee 
Septouber : 5,877 ght 69 699 1,893 9,098 
October : 5 744 - Boe. ie 685 : ae fs : 8,944 
November : 5, 808 - | : 640 : 689 $ 10 OF « "Segoe 
December : 5, 748 : 658 : 6387 z Loco : “Bawa , 


Difference,: 


Decesber : : : : 
compared ; -396 © : oe : ~O1 : -152 ; -656 
with : : : ; : 
J anuery : 
Percent : : : : 
Difference: -6.45 : ~% 97 ¢ Veo : ~7.57 ‘  =6.i08 


Compiled from data supplied by Pennsj7lvania anc New Jersey Milk Control Boards 


aj Only one dealer purchases ilk from producers in West Virginia, and these 
producers have. been adéed to the nunber of producers in Maryland. 
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Table 49. Average daily delivery per producer sunvlying milk 
to the Philadelohia Marketing Area, by states, by 
months, 1935 1/ 


Month - i Pennsylvania: New Jersey: Delaware; Maryland: Average 
ae we _siandpWest Virginia.: five states... 
Pounds Pounds Pounds ~ Pounds 
Janus ry 2% 466 os Day hi 107 he: 153 
February ‘i 170° 4 . 262: 115 | «Ses 
Merch ¢ ft 180 ~ : 270 =} 1Zo” 169 
April - 189 | 282 ¥ 126 aly, 
May Se ei 327 - 159 : 204 
Jane . x et ) 324 7 168 7 213 
aly a | 200 275 - 4 149 | e291 
August : 207°" 280 : a 152 | _ 196 
momerender re 9g mage PAGE ei 
October 179 i Bas 129 169 
November 164 Bae 120 , 156 
December | 166 reoul £16 | 158 
eee ee ea 1S te 


Compiled from data sunvlied by Pennsylvania and New Jersey Milk Control 
Boards. 


1/ Producers delivering milk to nine dealers. 
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Table 50. Seasonal variation in production by producers delivering 
milk to nine handlers operating in.the Philadelphia 
Marketing Area, by states, by months, 1935 17 


eee 


Month : 
Percent 
January 8850 
February 90.9 
March ke 96.0 
April Ld AOLa 
Ma.y ie Tipe 
June r Siew 
July : LOT. 0 
August : 110.6 
September : Lose 
October 90~7 
November ; 87.7 
December: 88.7 


Percent 


91.1 
96.6 
99.5 
104.0 
120.7 
119.4 
101.5 
n0c.4 
95.2 
90.4 
85.7 
Soba 


os _ Seasonal variati fion in production 


:Delaware, Maryland ; 


° 
e 


ee be ee 


ee @o of 


_:>Pennsylvania:New Jersey: and Vi West Virginia 3 


Percent 


81.5 
90.3 
94.2 ; 
118.9 : 
ogee me 
Vi 7 
113.5 
103.9 ; 
96.6 oi 
90.2 
2 ee 


a ee 


he 8 Sige Ss 
___ States a 


Percent 
Slee 
90.5 
95.1 
oD 

114.7 

Wie 

“107.4 

_LiOsS 

“102.5 
20m 
88.1 
| BEng 


Compiled from data supplied by Sie ect nia and New Jersey Milk €ontrol 


Boards 


ey It is assumed that receipts from producers indicate accurately the 


volume of production. 
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Table 56. Spesonel variation in total receipts of milk 
by eleven deélers operaéting in the Philédelphia 
Mérketing Area, from Pennsylvania’ and Kew Jersey, 
and from waryland, Delawere and West Virginia, 1LYv35. 


Sn ee a I ee 


“a :Delawers, ‘Marylend: ~~ hotel 


Month : Pennsylvania: New Jarsey: and West Virginia 2 five stats 
Pekan Bereenb AC Eereand en 
Jenuary 90.87 | 100.46 84 685 90.58 
Februery : 92.88 : LOL Sie 87 673 vaerw 
March 98.35 102.26 i 95.02 97.74 
April ) POs. 65 102.475 96.40 LOZ WD 
Mey i ee WD 7 Cave? Oo Aa Me, ©) 116.57 
June 119.26 115.93 | Lea rs 120.28 
uly . Oa Oe 99.46 110.68 LO? 2% 
August 1 : 109.40 EU Leo . 1135.00 109.51 
September ; 101.54 78019 102.14 | 100.54 
October YL .o7 87.91 95.98 ; 91.90 
November ) 85.04 | 85.48 GryOe ; Sloreay a 
December . 85.20 95.63 83.09 85.76 


Compiled from dats supplied by Pennsylvania ilk Control Board. 
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| Table 54. Percent of milk receipts paid for in each class 
by eleven dealers in the Philadelphia Marketing 
Area, in Pennsylvania, New Jersey, and in Delaware, 
Maryland and West Virginia, 1935. 


: Percent of milk receipts paid : 
BER hd ea, gach Glass Wek oot 84 esa d 


;. Classs¢ 


ee a es oe te Claseull 2» Class .ac1lh.t 


* Percent : Percent : Percent : Percent 
Pennsylvania 74.7 _ 24.3 Beaty ; 100 
New Jersey a1 6 ie eat - ; 100 
Delaware, Maryland and ms (i 24.0 2.8 100 


West Virginia 


eles ee 
elec ee 
ee ee ee 
7 ee ef 


Average all states : Oe) a as 23.6 : ois eae 


iA eine pee ae (oly Fi aah ate eh ee el ee 


Compiled from data supplied by.the Pennsylvania and New Jersey milk Control 
Boards. 


i/ Class I ~ fluid milk (Grade A and Grade B) 
Class II- milk used for fluid cream and ice cream 
Class III-all other milk 
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“80 vereent. in: November to 121 percent in slay, in New Jersey; 82 percent 

in January to 126 vercent in June in Delaware, Maryland and West Virginia; U7 
and trom 8& percent in January to 120 vercent in June for all vroducers 
delivering milk to, the nine handlers. (See table 50.) 


Table 51 shows the number of oroducers, by 60-mile zones, who 
delivered milk to the four largest dealers in the Philadelphia market, by 
months, during the year 1935. Whereas the variation in the total number 
indicates a distinct tendency for vroducers to drov out of the market, the 
number shivoing. in Decemoer being only 8,287 as compared with 8,966 shin- 
ping in January, the number of direct shivpers, as a group did not show a 
tendency to aecline. Tnere were 808 direct shippers shipving in Decemoer 
as compared with 80% in January. Declines similar to that of the toad 
ber occurred in. all of the receiving station zone groups. Ia resvect to 
the decline in the number of producers, all dealers for whom information 
is. available seem to have peen similarly atfected. 


Table 52 indicates that there was a much greater loss in tne number 
of Graae B producers than in the number ot Grade A producers. The numver 
of. Grace A producers delivering milk direct to the city plants and te Gee 
receiving stations operated by four dealers was 2,243 in December as com- 
pared with eos in January, whereas, the number of Grade 8B vroducers was 

monly 6,044ein Decemperwae connated with 6,654 in January. Thus, there was 
approximately a 9 percent decline in Grade R shiovers as compared with a 
5 percent decline in Grade A shippers. 


The seasonal variation in milk receipts by eleven Philadelpohia 
milk aealers from Pennsylvania, and New Jersey, and from Delaware, idary- 
land and West Virginia did not differ materially, in 1935, as among the 
several states. The receints of these eleven dealers from Pennsylvania 
producers varied from a low point of 85 percent in Novenber to 119 percent 
im Wane, of the average wontnly receivots for the year. Likewise, tue 
variatio. was from 85 percent in November to 118 percent in Jay, in New 
Jersey; aud trom 84 percent in December to 126 percent in June, in Dela- 
ware, Maryland and West Virginia. Taken together, tne seasonal variation 
in milk receipts of these eleven dealers trom the five states varied trom a 
low point of 86 percent in Novenber to 120 vercent in June, of the average 
monthly receipts for the year. Thus, there was a range of 54 percent o1 
the monthly average from the low month to the high month during the year 
1955. (See table 53 and figure 5.) 


The percent of the milk receints from oroducers in a given state for 
Which dealers pay the Class I orice is determined to some extent by thew. 
seasoual variation in production. In New Jersey, the "norm" systen and the e 


large fluid milk demand during the summer season has resulted ina wy 
oercentage of the milk receipts being naid for at the Class I price. el 


21/ Data available for two dealers who have a large "seashore" business 
indicate a very small seasonal variation in total sales, but sales 
during August in Pennsylvania were only 91.84 percent of tne average 
monthly sales in 1935, whereas August sales in New Jersey were 152.06 
percent of the averaye monthly sales. See tavle IV, Appendix B. 


bm < 


For example, the scasonal variation in milk receipts from Now Jorsey and 
Pennsylvania have “pproximately the same range, but in 1935 the percent of 
the total milk Delia for at the Class 7 prices was considerably higher in 
New Jorsey than in Pennsylvania. The figures in table 54 show the perdcent 
of the milk receipts pnid for by classes, in the five States by cleven 
dealers during the yerr 1935, 


The wider seasonal variation in milk receipts from Delaware, Meryland, 
and West Virginia then from Pennsylvania probably accounts, in part, for the 
lower percentage of Class I purchases, in 1935, from these States, classified 


aS Closs I milk. With uncontrolled prices in these States, however, there 


has been an incentive to handlers to shift their Class I purchases sway from 
produc rs in Ponnsylvenic and New Jersey. During 1935, 73.2 percent of the 
milk receipts of eleven dealers from Delaware, Mrrylend, snd West Virginia 

were classified As Class I milk, whereas 74.7 percent of the milk receipts 

from ~ennsylvania were classified as Class ie milk. During this same period 
81.9 percent of the milk receipts from New Jersey Were. classified as Class 

L milk, : : : 


' Table 55 and figure 6 show for the yerr 1935 the relation between 
the total milk receipts of eleven dealers and the Class I purchases of the 
seme group of dealers, indiceting a wide seasonal variation in receipts and 
& narrow veriation im Class I purchases. 


~The seasonal variations of receipts by the four lnrgest dealers in 
the market during the year 1935 are indiestea by tnble 5€. . The high month 
was June, when the daily average receipts amounted to 121,43 percent of the 
daily avernge receipts for the year. The low month was November, when the 
daily avernge receipts were 84.68 percent of the dnrily svsrage for the year. 
Dairymen shipping direct to these dealers did not show quite as wide a seags- 
onal Variation ss all shippers, the high month being May when their daily 
average deliveries amounted to 119.25 of the daily average for the Vearee Lin 
November, however, the relation to the daily uverage dvlivery for the year 
was 84.55 percent. Receiving station shippers varied from a high point of 
122.12 in June to 84.04 in December. 


Table 5? contains en anslysis of the seasonal varintion by 60-mile 
zones of more than cight thousand producers shipping to four lerge Phila- 
delphia dealers. More than twelve hundred producers supplying receiving 
stations in the zone between 121 and 180 miles from Philadelphia showed the 
least seasonal variation of any group studied. The daily deliveries of this 
group reached a high point of 114.16 percent in June of the daily averege 
for the year, nnd - low point of 86.79 bercent in November. This varistion 
was considerably less, even, than that of direct shippers. Receiving str- 
tion shippers in the 1-60 mile zone had & narrower seasonal variation than 
direct shippers, nd receiving station shippers in the 181-240 mile zone 
varied less seasonally in their deliveries than did the shippers in the zone 
between 61 and 120 miles from the market. The seasonal variation in the zone 
from 241 to 300 miles from the market was not much greater than in the 6l- 
120 mile area, but beyond 300 miles the variation was extromely Wide, drily 
deliveries in June being 149.73 percent of the daily aver:ge for the year, 
in the 301-360 mile zone, and 146.83 percent in the zone over 369 miles, 
while December deliveries were only 64.35 percent snd 61.11 percent respec- 


Year and 
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Philadelphia, Pennsylvania: Average 
daily receipts of all milk and Class 

I milk by eleven dealers, and seasonal 
variation of all milk and Class I milk; 
January, 1935 + March, 1936. 


Month ae I a. ee eS u Totat 
Pounds Pounds : Percent Percent 
1935 
January >. 1,275,273 +: 1,507,479 : 101.9 90.6 
February AeA is anit)! |6) : Teac uO es 160.1 92.7 
March 1,260,054 Ig G26 2670 3 LOOiE/ ‘O7ay 
April ij, 280 7962 ; 1,697 5651 10Z2.4 102.9 
Maky 1,256,028 <z. 1,940,126: LOO ade bs 116.6 
June 12 271, C37 : rea ON MRLs aN tage aRea Ee) 120.3 
July i arg 716 : blero eo Cll: LOE. 5 : LO7.1 
August an 255° vou hee LS ie ae 100.4 109.3 
September 1,234,658 fl) dase oe ee Oe : 100.95 
October 1 BAG ES Lae peo. e257 ¢ 9968: 4 91.9 
pe 1,256,183 ; A ee ete Po ae 93.8 : Boe 
ecember wa 17. ARENA SS) 1 427 "021 ‘ Ge. / : 85.8 
Average Depo ine 2 a EE vos SOC Oe aaa en 
D6 
January $y205,886 =: 1,462,791 : soy % 87.9 
February IRSE TASC! GUA TSI 70 O7 JL" & 90.8 
March whe MM POGa ANe  INDSD (24 sod ne aoe 95.6 


Compiled from data supplied by the Pennsylvania and New Jersey Milk 
Control Boards. 
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tively of the daily average during the yeer. This ae ed es however, | 
is associated with a rapid decline in the number of producers.& 

The data in Table. og, rele tive to the. average deliveries ver nroducer 
per day, stow that’ the: average size of direct shiopers is mucn larger than a 
that of eny other grouo. For the direct shipvers, Hay was the hishest month, a 
both as to total deliveries and as to the average delivery per producer per 
day. On the other hand, Jue was the hignest ‘month for receiving station 
shippers in ell of the GO-mile zones. Direct sinners delivered an average 
of 329 nounds of milk per day in June, as commared with 245 in June for re- 
ceiving station shippers in tre zome wider SO niles from. Philadelnhia. The 
zone showing the lowest average delivery ner producer per day (150 pounds) 
was tnat between 121 and re aaa Tr ror the city. 


The come in wnich the lowest deliveries mer nroducer ver day occurred 
were November, December and January- In the low months, the average delivery 
ner »roducer per day was highest (248 pounds) among the direct shinpers. For 
tie receiving station groups the largest shippers in tne low months were 1: 
the 1-60 mile zone. Deliveries ner day, by siinpers in the remaining receiv— 
ins station zones,. did hc ura eras as among the various 60-mile zones, 
during the low production months 


C. Marketing organizations. 
1. Producers! associations. 


In History Series No. 3, pudlished by the National Cooperative lilk 
Producers! Federation in October 1932 it is stated that orzenization of dairy 
farmers in the Philadelphia Area bezan as early as tne 1880's. At that time 
five associations were onerating in tne area, one in each of the separate 
milk producing areas around the city. 


The Puiladelyhnia ilk Shinpers Union was organized on March 15, 1901, 
and incoroorated on Fevruary 10, 1902. This "Union" was an attempt to or- 
ganize these sevarate associations irito one group. Delegates of this orzeni- 
zation met more or less regularly in Philadelphia to discuss market conditions, 
but very few services were performed for the members. Burgaining with dis- 
tributors still. remained.-on an individual basis. 


a. Inter-State Jiilk Producers" Association. The Inter-State Milk 4 
Producers! Association, Inc., was orzanized in 1916 and incoroorated under 
laws of the State of Delaware on liarch 17, 1917. In July 1917 the Associ- 

ation assumed active charge of the sale of milk of ieabers snd nas continued 

in that capacity since that time. 


The Inter-State lilk Producers’ Association, was reorzanized in 1936 5 
wader the Pennsylvania lew for cooperatives as the Inter-State Milk Producers! 4. i 
Cooperative. A new contract was drawn up between the cooperative and the 
members which would give the cooperative better bargaining power in dealing 
with the distributors. The cooperative has been engaged ina sign-up cam 
paign to get the milk producers in the area to sign the new contract. By 
August 1, 1936, approximately 4,500 members of the old organization had 
Joined the new organization and approximately 600 producers who were not 
members of the old organization had joined the cooperative. Information. 
secured from the cooperative indicates that the number of producers active 


22/ See table 48, above. 
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in the old organization and contributing to its support was apvroximately 
7,000.28 On this basis over 60 percent of the members of the eld organi- . ¢ 
zation are now members of the Inter-State Milk Producers! Cooperative. ss 
The Association is purely a price bargaining organization, and does not owm 

or operate any plants. 


b. Allied Dairy Farmers' Association. Testimony presented at the 
Investigation of the Philadelphia milk market by the Federal Trade Commission, 
early in 1935, indicates that the Allied Dairy Farmers!’ Association was organi- 
zed during the summer of 1933.24/ |. the Association was the outgrowth ef a 
committee called the "Code Protest Committee", that was formed originally to 
protest the Federal Milk-Marketing Agreement for the Philadelphia Area, made 
effective on August 25, 1933, by the Secretary of Agriculture. It was stated 
at the Federal Trade Commission hearing that the membership of the Allied 
Dairy Farmers! Association was aporoximately 2,500 producers. 


c. Other Producers! Associations. There are several other producers! 
associations operating in the Philadelphia milk shed, but information regard- 
ing the number of members, set-up of the organization, etc., is not availapia. 
Certain of these producers! organizations own milk plants and distribute ‘the 
milk of their members whereas others operate in the capacity of bargaining 
Bain \aatdone.2) Ae 


ee Handlers in the Marketing Area. 


Data secured from the Pennsylvania Milk Control Board indicates that 
there are 29 milk dealers, 4 producer-dealers, 28 peddlers, 9 milk manufactur-— 
ing concerns (mostly ice.¢ream) and 15 vroducers who distribute their own 
milk only, operating in the Philadelphia Milk Marketing Area.2£5/ ost of the 
large dealers and many of the smaller dealers in the market purchase part of 
their supply from the Inter-State Milk Producers! Cooperative, but none of the 
dealers purchase their entire supply from this association. Five dealers who 
handle approximately 85 percent of the total fluid milk iin‘ the market also 
handle practically all of the fluid milk which moves in the current of inter- 
state commercé. The smaller dealers purchase practically all of their fluid 
milk requirements from producers located within the State of Pennsylvania. 


23/ The figure of 7,000 active members of the Inter-State Milk Producers! 
Association should be distingyished from the 22,000 producers generally 
given as the membership of the organization, which number includes both 
active and inactive members. See National Cooperative Milk Producers! 
Federation, History Series No. 3, and House Document Ne. Sol» tae 
Congress, 2nd Session, Report of the Federal Trade Commission, page 3. 
House Document No. 152, 74th Congress, lst Session, Report of the Federal eo 
Trade Commission, pages 605 - 607. 

This group includes the Chester County Dairy Coonerative Association, 

Lehigh Valley Cooperative Farmers, Farmers Organization of York County, 

and the Farmers Cooperative Dairymens' Association at Wrightstown, N. J. 

See also Cowden, T. K. and Fouse, BH. G., The Supply and Utilization of 

Milk in Pennsylvania. In April, 1934, there were 103 dealers in Phila 
delphia and Delaware counties. According to volume of milk handled in 

that month, the dealers numbered as follows: Under 10,000 pounds, 26; 

10,000 to 50,000 pounds, 28; 50,000 to 100,000 pounds, 12; 100,000 to 

500,000 pounds, 26; 500,000 to 1,000,000 pounds, 6; over 1,000,000 

pounds, 53) total, 103. 
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Ds Reeciving station operetions of handlers in the Philadelphia 
Marketing Aroa, 


1. Number and ownership of stations. 


,@ 
4 A Study made by the Farm Credit Administration reletive to recoiving 
stations supplying the Philadelphia market in 1934 states thet there were <« 
fl total of 84 recciving stations from which milk was Shipped to the market at 
‘} solic time during the year. Not all of the 84 stations shipped milk regularly 
to the Marketing Are:. The four largest dealers in the market oned 57 of the 
S4 stations mentioned above. 
In the year 1935, according to the study of the Philadelphia market 
. made by the Dairy Section in cooperntion with the Pennsylvanie and New Jersey 
_ Milk Control Boards, there were 60 receiving stations operated by 9 dealers, 
. only 4 of whom Operated more than one receiving station each. The 4 largest 
handlers operated a total of 55 stations in that year. 
} ae Closing of receiving stations by handlers. 
It was found by the Farm Credit Administration thet in the period 1920- 
1954, 122 receiving stations had been Closed, 60 of which were in the crec 
from which milk is now haulea direct to the Marketing Area. 
The tendency toward a smiller number of receiving stations has con- 
tinued in recent months, four stations having been closed in the letter part 
OF 1955 and early 1936, by two of the lergest dealers operating in the market. 
Two of these stations were in tho 21-30 mile zone, one Was in the 91-100 mile 
zone, and one in the 371-380 mile zone. At least three stations within 70 
; Miles of the marketing area have been closed more recently. 
o. » Location, by states and miléage zones. 
Of the 84 stations covered by the Farm Credit Administretion study, 
the location by states was 2s follows: 
Pennsylvania 08 
Maryland LS 
Delavare 8 
New Jersey 4 
West Virginia ames’ 
H Total 84 
Of the 55 stations operated in 1935 by the 4 largest Philcdelphis 
i dealers, the location by states, was ag follows: 
oo . . 
Pennsylvania oe 
¢ 2» Maryland Le 
Delaware 6 
5 ha New Jorsey 4 
West Virginia Sed 
Total DD 
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Table S9 shows the Location of O68 recciving stations operated in 1930 
by the 4 largest Philadelphia dcalers by states and by 10-mile-zones. ishile 
some milk is hauled direct to tne city from points considerably fcrther than 
70 miles, by far the greater portion of direct hauled milk originates within 
thet limit. Table 79 shows that 23 stations were being oporated by thes 
dealors within 70 milos of the markct in 1935. Another significant fact which 
appecrs in this table is thet there was only one reecviving station in Pennsyl- 
vania located in the five zones between VO and 120 miles from the market. 
Three stations in Liaryland cnd one in Delaware were located within this range. 
The largcst number of stations located in any 10-mile zone was six, both the 
41-50 and 61-70 mile zones having that number of stations. The number of 
stctions, by 60-mile zones, bperated by the 4 largest Philadelphia dealers 
Pere OS. ToLlovws: 


dss 1- 60 tg 
Ze 61-120 14 
Oo. 121-180 15 
4, 181-240 5) 
5. 241-300 ) 
6. 301-360 1 
7. over 360 o oy 


Figure 7 shows the geographic location of the 60 receiving stations 
Gperated by 9 fluid milk’and fluid cream dealers in the Philadel pnig. mice. 
Concentrated in Lancaster, Berks, aad Lebanon Counties, Pennsylvania,~ are 
the receiving stations supplying the milk chocolate industry, The contiguous 
counties of York, Cumbcrland, Dauphin, Northu..berland, and Schuylkid) ali 
Supply that industry to e certain extent. In addition to the milk chocolgge 
industry there are a number of shipping points in central cnd southeastern 
Pennsylvania where milk is received for the New York market. Certain crecem- 
eries and receiving stations opercting at these points also ship cream and 
occasionally some milk to the Philadelphia market. There are five plants in 
central Pennsylvania and approximately 20 plants in northern and northeastern 
rennsylvania which are operated by New York dealers and waich are approved 
sources of supply for Fhiledelphia. Likovise, certain of the milk chocolate 
industry stations arc approved for the Philadelphic market and constitute 
regulor or emergency sources of supply for that market. 


4. Comparison of direct shipment and r-ceiving station volumes. 


Table 60 shows the volumes of milk purchased by the four largest 
handlers in the Philadelphia Marketing area, by months, January 1935 - March 
1936, inclusive. The percentage of the total purchases during the year which 
was received at receiving stations was 83.35. The lowest percentage of total 
monthly supplies occurred in April when 82.3 percent was purchased through re- 
cciving stations. The highest percentage received through receiving stations 
was in July when 84.01 percent was purchased in that :scu.cr. During the first 
three months of 1936 a slightly smaller proportion of the total supply origin- 
ated through receiving stations than in the similar period of 1935, the per= 
centage for the 3 months being 81.41 in 1936 <s compared with 83.08 in 1935. 


A NS 


27/ One station is located over 425 miles from the market. 
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Table 59. Location, by states and railway mileage zones, of 55 
receiving stations operated by four large handlers 


in the PHILADELPHIA, PA., Marketing Area, 1935 


Railway : Pennsyl~ : New >; Dela-~ : Mary- : West * Total ari 
mile zone: vania : Jersey : ware :. land 3 Vireinige § stated 
BLO. -s a : ~ : - $ ~ . - : 2 
51-40 3 3 : a : - : = 4 - H 5 
41-50 3 4 : - : z : 2 : - 3 6 
51-60 3 2 : ks : ie : - : - ~ 4 
61-70 3 3 : 2 ; a - si : - : 6 
71-80 - 8 ~ : - : 2 : ~ - 2 
81-90 3; x : - : ~ 4 x : - : 2 
91-100 3: = : - : us : 2 : - ; 3 
101-110 3: - $ - : ~ : 1 : - 4 a 
111-120 : - H = : - : _ : - : @) 
121-130 : 2 : - ; L : 1 : - : 4 
131-140 : 1 : = : ns : 2 : - ‘ 3 
141-150 ;: 1 : - H _ : - H - : dL 
151-160 ; re : = : - : ~ : - : RZ 
161-170 ; i : - : - : 2 ; - $ 2 
171-180 ;: i : - : = : _ : -- : sit 
181-190 ;: z : - : - $ ‘J : = Z 
191-200 ; = : = ‘ ~ : - $ - t O 
201-210 : 4 : —- : - : _ : - 4. 
211-220 3: — : - : - : - : - : © 
221-230 3: - 3 - ~ 4 - $ - t 0 
2351-240 ; - : > ;: - $ ~ : _- : @) 
241-250 3 - : = : ~ : - : - : @) 
251-260 : a : - : > 3 - “ —- : 1 
261-270 : 1 : ~ : - ; - : - : i 
271-280 3 1 § - : - : - : - - 1 
281-290 : - : - : ~ ¥ - : - : 9) 
291-300 3 a ; = ;: = ; = ge : - 
501-310 § i : - H = : - : = : & 
S11-320 3: - : - : ~ : - : - ; ©) 
321-3530 : - : = : ~ : ~ : - : Q 
331-3540 3 - ;: - : - 4 - ; - : 0 
341-350 ; - : - : > : _ : - : 0 
b01L-360 3 - : - ; = ; - $ - : O 
561-370 3: - : - - ~ : = 3 ~ : e) 
371-380 : ch ; _ : - : _ é = : 5 
581-390 3 - ‘ - : - : ~ : ~ : @) 
391-400 3 - ; ~ 4 - : - : ~ : 0 
401-410 ; fs : - : - : ~_ : - : - 
411-420 : - : - $ ~ : -- ¢ - : O 
421-430 ; L : - $ - ‘ ~ : - $ 1 
Totals 3 30 : 4 ; 6 The) ee Z aes «15 


Compiled from data supplied by the Pennsylvania Milk Control Board. 
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Figure 7,-Location of Recéiving Stations - Philadelphia ‘Supply Area 
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Table 60.- PHILADELPHIA, PA. Purchases of milk direct and 
through receiving stations by the 


four largest handlers in the Mar- 
Keting Area, by months, January 
1935 - March 1936 
DG SE EX ae He iH Rcceining 4h oc) e Te Siaeeem, 
2 Direst station ; Percent: Total 
ieee s_ purchases <:Percent: LppUrCneses hip) purchs:ses 
Pounds Pounds we Wrens 
1935 Te. a wwe ep yo : SAK ee 
Jenuary 6,875,547 Musas: COSfDOS FOTIA SS OS) WO 4ORS7 ZA OcG 
February 6,531,839 LOy Vie sae B27" 66 83,09 57,464,605 
March DOR F LOS) lO B52 9856, 542,188 sy85.17 2 945,698 eae 
3 months: 20,556,540 : 16.92 : 100,977, 5035 (18S. 08icaelh 535s 
April > 7,704,805 : 17.70 : 86,255,450 : 82.80: “44,047, 354 
May eS S647 tee BO Seb 9455720, 997 B54 $25 O85 567) 
June : 8,485,990 < ohio Pyke ear 43,993,004 by le rete 52,478,994 
July ; 7,641,488 Os OOP se Or, LOS 3539 84.01 An, 7955087 
August Hi OOG sl / Ga Om ae TiO O55 07s 6 S588 48 , 822,150 
september : «6,98 [02805 116.09): 936, 409;044 +:).83.91 43,390,072 
October 6,007 7,00 teLO.oa < S4,1771,798 +: 85.67 40,839,404 
November GOS CUO Peo Oe 6509509 sO22i “SI657 56,591,586 
December +: 6,608,020 : 17.45 : 31,280,514 : 82.55 :__37,888,543 
Total  :_ 87,550,942 : 16.65 : 408,421,332 : 83.35 : 525,972,274 
1936 ety te teuplpiaens : ; (oe 
January i ROCe Oost. Ge. ST ESA ee (BE OSie OO RRO os 
February 2 pl PFOA GPO“ 7 269258 Gls08: 119 S2y SOGETS 
March S091, 800 OLS t OS re 4 462, Glow 81.07 42,614,177 
Detmouthes 22,255, 170) 298.89 9. 97,414, ood: JOLRAL SANs 669,409 | 


Compiled from data supplied by the Milk Centres Boards of Pennsylvania 


and New Jersey. 
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5e¢ The size of country veceiving stations 


Information as te the volume of receipts by stations is available for 
44 stations supplying the Philadelokia market for the year 1935. Only one of 
the 44 stations received less than 38,900,000 nounds of milk in the year. The 
largest number (17) received from 3,090,000 to 6,000,000 rounds. The next 
lergest group (11) recet-‘el from 6,000,000 to 9,000,000 pounds; seven vere in 
the range 9,000,000 to 7. 3,700,000; and elgit received over 12,000,000 pounds. 
Twenty-nine of the 44 5 abions receivea less then 10,000,000 pounds of milk 
during the your. 28/ 


mF) 


6. Wistory of receivi iz station charzesz? 


Prior to the e.enblishment of the vasic-rating plan in the Philadelohia 
market it was the prectice of distributors to charge vroducers 23¢¢ vor iwn- 
dredweight ($¢ per c art) forall milk received at receiving stations. The 
Marketing Agreement and License for the Philadelphia market, which became 
effective August 2!., 1933, provided a receiving station charge of 22 cents per 
hundredweight Whic’a applied to Class I-milk only. An amendment to the Market— 
ing Agreement ané License reducing the receiving station charge to 16 cents 
per hundredweighs; on Class I milk was prepared, but did not become effective. 
By agreement, buwever, the distributors reduced the. receiving station charge 
to 16 cents, rer hundredweight, applied to Class I milk. 


By or.er of the Pennsylvania Milk Control Board, effective October 1934, 
the charge tyas reduced to 15 cents per hundredweight. Most of the distribu- 
tors, however, continued to charge 16 cents at stations outside the State of 
Pennsylvariia. By Order No. 24, effective January 1936, a price list was 
establistted, by zones, which lumped together the receiving station charge 
and the transportation differential. By Order No. 28, effective October 1936, 
the Bomrd again provided a receiving station allowance which is included in 
a total location differential set forth in the order as follows: 


Class I Class Il 
25-40 miles $. 30 $.03 
41-50" 233 03 
51-80"! 233 03 
81-120 " 33 05 
121-125 " 35 .05 
126-140 1 38 05 
141-200 4 42 06 
201-250 " 244 06 
251-270 " . 50 i pewtie 
271-400 " 53 07 
401-430 __" eee On 


28/ The classification, according to group intervals, is as follows: 


Under 3 million pounds ... 1: 12=15 million pouids ..4 2 
3-6 4 u ton LY ts 1 bebe " " (oe 
6~9 i" J eo JL : Over 18 " <5 euler 
9-12 it tt eyarw) Mati es All groups soe 44 


29/ Federal Trade Commission, Report on Sale and Distribution of Milk and Milk 


Products, House Document No. 387, 74th Cong., 2nd Sess., Re oe 


& 
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These differentials are built up by establishing a receiving station 
charge of 14.6 cents per hundredweight on Class I milk, and cdding thereto 
the official railroad tank car rate applicable to stations at a given shipp- 
ing point, plus 6.06 cents. Approximately 6 cents has been determined by 
the Milk Control Boerd to represent the cost to distributors (in additioa to 
the tank car rate) of operating tank cars end of moving milk from railroad 
Sidings to city plants. 


Available data indicate that there is a wide variation in the costs 
of operating individual receiving stations, and that there is a marked 
tendency for the per unit cost of operating stations to decrease as the 
volume handled increases, After studying the operating costs of receiving 
Stations operated by two Philadelphia dealers, the Federal Trade Commission 
Made the following statement: "The largest station included in the tabula- 
tion showed a total cost of 8.532 cents per hundredweight, and the averege 
for the eight stations in the smallest volume group was 19.071 cents per 
hundredweight, excluding expenses for field men and grade A laboratory work. 
The range including these two items was from 12.151 cents per hundredteight 
for the aie station to an average of 21.926 cents for the eight smallest 
Sbetions.20/ These figures covered only the month of October 1934. Similar 
(unpublished) information compiled by the Pennsylvanin Milk Control Boerd, 
covering operations of a representative group of stations during the year 
1955, support the conclusion that o receiving station charge of 14.6 cents 
per hundredweight on Class I milk is equitable in relation to the costs of 
operating receiving stations. 


RK. Transportrtion of milk to the Philadelphia Marketing Area 
1. Truck versus rail transportation of milk in the Philadeélphie erean 


The preliminary report of a study of the methods used in transporting 
milk for the Philadelphia area made by the Farm Credit Administretion in 
1934 and 1935 indicates that 69.3 percent of the total supply was hauled by 
truck and 30.7 percent by rail. More than helf of the receiving station 
shipments (53.9 percent) were made by truck. Of 84 stations studied, 32 
Were Shipping by rail,©48+by. truck sand. 4 by both rail and,truck. As to. con- 
tainers, 60 of tne 84 stations shipped in tanks (railroad and truck), 18 in 
cans, 5 in tanks and cans, and 1 in bottles. 


A chief characteristic of the recent history of milk transportetion 
is the shift from rail to truck hauling, am the efforts of the railroads 
to meet truck competition by the reduction of railroad rates. In 1932, 
according to the Farm Credit Administration study referred to above, 9.9 per- 
cent of the cream receipts in the Philadelphie merket arrived by truck, 
whereas, in 1934 the percentage had increased to 36.1, The percentage of 
the milk supply transported by truck in 1924 Was 21.5, in 1932 it had in- 
creased to. 59.4 SL/ | and in 1934 it was 69.3. Of the cream received from 


30/ Heport of the Federal Trade Commission on the sale and distribution of 
milk and milk products, House Document No. 387, 74th Congress, 2nd 
Pession, pe Se» 

oY Report of the Survey of Milk Marketing in the Northeastern States, Farm 
Credit Administration, etc., July 1933, table 4. 
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the five states. in the, Philadelphia fluid milk supply erea, 69.5 percent 

was hauled by truck:in 1984. This condition.is contrasted with that in USS 
when more than 97 percent of the Phil«delphia milk supply wes transported 

by rail. 


&e Ownership and operation of transportation equipment 


In 1934 and 19235, 42 tank cars were being operated in the ee 
56 of which were owned by the dealers and 6 of which were Lenawee eee Most 
of the dealer-owned cars have been in use since 1928. 


Truck hauling wes largely in the hands of 11 haulers who-were operat- 
ing 70 tank trucks end 7 trucks for heuling in cans. Ten trucks were owned 
and operated by dealers for hauling milk from.receiving stations. . The 11 
commercial hsulers were hauling from 33 receiving stations to Philadelphia, 
from 12 to New York, frém 5 to Atlantic City, and from 1 to Wilmington, 
Delaware. 


Out. of 75 direct haul. routes tributary to Philedelphia, only 7 were 
operated by handlers. 


At present all railwey transportetion of milk for the Philadelphia 
Market is in the hands of two railway companies. 


3. ‘Transportation rates and costs 
(a) Heuling from farms to receiving stations 


The great variety of circumstances as to distances, loads, and 
conditions of roeds results in a wide veriation in rates which producers 
heve to pay to have their milk transported to receiving stations. Lecal 
hauling costs were found by the Pennsylvania Milk Control Boesrd to vary 
from 15¢ to 50¢ per hundredweight at a single station. It is not uncommon 
for rates to vary from 15 or 20 to 35 or 40 cents at the same receiving 
Station. The lowest rate reported in a group of more than 20 stations was 
10 cents per hundredweight, while the highest rate reported was 50 cents 
per hundredweight. 


( 


Twenty cents per hundredweight appears to be the rate most 
commonly paid. There were 19 routes.on which 20 cents was paid, es compared 
with 14 on which 15¢ was paid, and 13 and 12 routes respectively on which 
25 and 30 cents were paid. 


An analysis of local hauling rates at 10 receiving stations meade 
by the Farm Credit Administration shows that the average charge per 100 
pounds was 18.11 cents in May 1934. 


(b) Direct hauling to city plants 


32/ Farm Credit Administration study of milk tronsportation in the Phila~ 
delphia market, preliminary report. This study is being prepared for 
publication. 
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The direct hauling charge, according to the Farm Credit Adminis- 
tration, varies from 25 to 30 cents per hundredweight. This estimate is in 


accord with information supplied by the Pennsylvania Milk Control Board to 


the effect thet the average direct hauling charge is 27 cents. per hundred- 
weight. The Farm Credit Administration has'’madé a study of direct hauling 
costs, involving the operating costs of 45 trucks engaged in direct hauling. 
it wes found that the average cost per hundredweight mile was 0.36 cent, 
with a renge of 0.23 to 0.67 cent. The exact averege distance of nine 


‘hauls is not known, but, if the average distance were 30 miles the average 


cost would be 10.8 cents per hundredweight; if the average were 40 miles 

the average cost would be 14.4 cents per hundredweight ; and if the average 
distance were 50 miles, the everage ‘cost would be 18 cents per hundredweight. 
As most of the direct-shipped milk is shipped from within a radius of 60 
miles it is pocoelk: that the average distance is not much over 40 miles. 


(c) Transportation from’ receiving a 


When milk and. cream are shipped in cans into the Phila adelphia 
market it is customary to use 46-quart cahs, which hold 98.9 pounds of milk 
and 95.7 pounds of cream. The carload 46-quart can rate is equivalent to 
80 percent of the less-than-carload rate for 46- quart cans and the rate on- 
cream is 125 percent of that on milk.35 


In 1935 the standard tank car rates in the Philadelphie area 
averaged approximately 90 percent of the carlot can rates. In an attempt 
to meet truck competition, rates within 150 miles of the market had been 
placed on a competitive basis as shown in teble 6l. Tank car rates were 
reduced to 1 cert: per gallon, or 11.6 cetits per hundredweight at stations 
within 60 miles of the market. Reductions were made at stations within 61 
to 100 miles of the market but the rates remained the same in the zones from 
100 to 130 miles. In the 131-140 mile zone there was a drastic reduction 
from 26.74 cents to 17.4 cents per hundredweight. 


On April 20, 1956, ntew ‘tank ear rates became effective from 

29 stations®4/ owned a operated by handlers doing business in the Phila- 
delphia Marketing Area. Table 61 indicates the “competitive” rates which 
became effective with respect to specified stations in the zones indicated. 
Rates were reduced to one cent per gallon or 11.6 cents per hundredweight 
at certain stations up to 110 miles from the merket. "Competitive" rates 
were published for certain stations as far distant as 261-270 miles. Sta- 
tions between 150 and 190 miles to which the reduced rates apply are subject 
to tank car rates of 20.9 cents per hundredweight. The rete from a station 
in the 201-210 mile zone wes reduced from 31.4 cents per hundredweight to 
23.2 cents per hundredweight, and the rates from two stations loceted 251- 


EL CSE TSP GEE, SSCA OB) Seele Sa DATE ele Sn REED Priv emee ent 
33/7 See M.&C. - I1.C.C. 200 M.&C.-P.S.C. Pg. 109, published by the Pennsyl- 
vania Railroad Company to meet motor truck competition. 
34/ Located on the Pennsylvania Railroad. 
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Table 61, Railroad rates on milk from receiving stations, by railway mileage 
zones, to Philadelphia, and transportation adjustments provided by 
Pennsylvania Milk Control Board Order No. 28 


Railway :L.C.L. 46~ ‘Cwlupoe, 2 Cate tank oC. Le tenkescriiostance: Approximate 


Mileage -quart cans :quart cans :car rate- :car rate- :car rate- > transportation 
aone :rate-cents :rate-cents scents per :cents per :cents per : adjustment, 


> per cwt. <: per cwt. > :cwt.- :cwt. Com- :cwt."Com- : Penna. M.C.B. 
- : : Regular :petitive :petitive" : Order No. ao, 
: : : pe ues Deed 5 :after Apr Class I milk, 


: 2 os : 720, 1936L/: cents per cwt. 
i ORS apy se wey iat : Loc20 Sto [hee : Te eee - ie 


PaO ee ita) me 5 LS cgay See ee on ee LAS : a 
21-30 : 25.78 2 BOWS WEY SUBNEO Piece Heaipeain we = : 

31-40 : 26.79 ch RELA, et CAG ain sy) Behe mela: = ; 15,4: 
41-50 : 28.82 CE ica te te mena ce Say MDM Fe TO As 18.4 
51-60 : 29.83 Co) (gone ao eOeds- =e a anes 2 18.4 
2/16 ae ope | Fo MOE ese se a a ee ee 18.4 
71-80 : 31.85 2 BOBO 26.026 WO ES ei eae 18.4 
81-90 : 33,397 eG ar ie em Oe 16.4 
91-100 : 54.38 HWE RCOP et 24.42 ntti 2205 Oh daden meri eee mae 18.4 
JOI-110%., 34.88 PRG atveS4 48 a Oa oes 18.4 
Tio. 655.89 mie a = hy ei : 16.4. 
PersiSO . “BBL oy Bg hee Oy B66 74" 26 ee ey Ie ieee ee 


131-140 . 38.42 : 50.84 Pet O Nae, Aree : - C Loe8 
141-150 - 38,93 : JL. 4 oy Od: : - : ~ : are 
151-160 . . 40.40 . 52.56 iN asogey tame 295k : 20.9 a7 om 
Poe L7O + 40,40 : 32-36 Pee co Tn a ae ; - : 20139 : a7 ot 
171-180 : 41.46 : Odeo t anne ts) Spa SS : ~ : 20.9 a tae 
Hel 190 ts ae oF : 54.38 Pee Se : - ‘ 20.9 aden th 
191-200 : 43.98 ; 30.39 by erent ie 26) : - : _— al eee 
201-210 3: 43.98 : 35.39 se Doe : - : Boek ‘ 29.4 
elil—-220 «:.- 45.50 : OG 40S? BO SG ah - : ~ ; 29.4 
£61=250.: 46.51] : tf ee a eS) S : - : - : 29.4 
eol~240 :; 47.02 : ip aes a Ooare : - : ~ : 29.4 
Peleeoo 2 47 eOR ; Or EL a crete ; - = a ee mAs es 
201-260 : 48.53 : Oo. Jom Gea eee : - : Powat) : Doe 
Zoo © . 49.504 ; 59.43 str Ooar Oe : = : Eas ae) : 35.4 
271-280 : 49.54 : 59.43 a A Oe ee _ : - : Oo aA 
281-290 : 50.05 : 39.94 ea Sweet : ~ : - : 58.4 
291-300 : 51.57 : 41546 oe ORC ; - : - : hp Oe 
O01-310 : 52.07 ; 41.46 ae Oe : - ae an: : 58.4 
SJL1+S20 %: 52 58 ¢ 41.96 > O7 Tee : - : eS : 38.4 
On Kde0msn 53.08 : 42.47 Soe oe, : ~ : OeeS : SSa4 
551-3540 :. 54:10 $ 43.48 ie BOGS Se, : - : - : 58.4 
Sed OO et. eh BG : 43.48 Be ig BA : - f - ‘ 08.4 
ool-360 3: 55.61 2 44.49 a a, cone : - : ~ : 08.4 
S61~370 + 56.12 : 44.99 sam OO hee : - : - : 58.4 
571-380 : 56.62 ‘ 40.00 | 3: 40.70 5 ~ : - : SO U4 
OOL=S9OF? 157515 45.50 si 4.05.70 : - : - : 08 «4 
591-400 : 57.6% A 46.01 y 640070 : _ - : 38.4 
401-410 : 58,14 2 46.51 ¢  ¢1.86 : - 41.8 ; 43.4 
411-420 : 58.65 47.02 co LG : - ; - : 43.4 
401-430 :. 59.66 : 47.52 a) 4. 86 ; = : 41.8 : be igi 
451-440 : 60.16 : 48.03 TAPES G ; - : - : 43.44 
441-450 : 60.67 : 48,53 St ath LOL : ~ . - : 45.4 


ay Applicable to certain Specified shipping points only. 


Compiled from Farm Credit administration preliminary report of a4 study of 

milk transportation in the Philadolphia supply arec, Pennsylvenia Rauilrozd 
Company, Local «nd Joint Commodity Tari tty cM. <r in heeen 208, and from 

Pennsylvania Milk Control Board Officiel General Order: Now 2a 
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270 miles from the market were reduced from 34.88 cents to 29.0 cents per 
hundredweight. 


In 1935 only 3 stations within 75 miles were shipping by rail- 
road, and within 150 miles trucks hauled a greater percentage of the milk 
shipped to the market. 35/ One receiving station was shipping by truck from 
beyond 200 miles. 


In 1934 only 5.1 percent of the total rail shipments were made 
at the less than carload can rates. Very little of the milk shipped by 
handlers in the marketing area from receiving stations is transported in 
cans. 36/ 


It appears that even the "competitive" tank car rates consti- 
tute an adjustment wnich is not too low when considered in relation to 
tank truck operating costs. The farm Credit Administratisn studied the 
operating costs of 57 tank trucks and 7 trucks hauling from receiving 
stations in cans in the Philadelphia area. The average cost per hundred- 
weight mile of operating tank trucks was 0.14 cent, with a range of 0.09 
to.0.27 cent. If milk were hauled from a station 45 miles from Phila= 
delphia by tank truck operating at the maximum cost found by the Farm 
Credit Administration, the cost per hundredweight would be 12.15 cents. 
The tank car cost would be 11.6 cents per hundredweignt, plus any addi- 
tional cost involved in owning and operating, or renting, the tank car 
equipment. 37/ 


4, The receiving station differential 


One objective in the establishment of receiving station differen- 
tials is to give as much assurance as possible that producers whose milk 
4s delivered through receiving stations and producers whose milk is 
delivered direct to the city shall be in an equitable relationship as to 
the respective f.o.b. farm values of the milk which they produce. lMore- 
over, a dealer should not be able, through deducting an unreasonable re- 
ceiving station charge, to secure an advantage over the dealer who does 
not operate receiving stations. Vice Versa, the dealer who nas not 
developed sources of supply which are handled through receiving stations 
but who relies on producers within the direct hauling area, should not be 
at a competitive advantage in comparison with the other type of cealers, 
if the receiving stations being operated perform a useful function in the 
market. 


A uniform receiving station charge wnich will be deducted from the 
value ef producers! milk by all dealers at all stations will rarely equal 
the average costs of operation at any. particular station or for any in- 
dividual dealer. However, a0 long as the charge provided has a reasonable 
relationsnip to the average cost of operating stations tributary to pihe 
market, there is another factor in determining the allowance which is more 
important than the average cost of operation. This factor involves the 
principle that a producer within the direct haul area should receive the 


Pe ae eae ene cee nee ee fe caine os " 

35/ Farm Credit Administration, study of milk transportation in the 
Philadelphia area, preliminary report. 

36, Ibid. 

37/ Less tha small mileage allowance which the railroad returns to the 
operating company. 
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same net return at the farm from the same dealer -for the sane’ ost Lee nee 
milk, whether he ships direct or through a receiving station.- 


Approximately 2 stations ere being operated within the regular 
direct hauling redius of the city by: fluid milk deslers in Philadelphia. « 
Fayments to the producers shipping throu:h these stations would be subject - 
to deductions of 14.60 cents per hundredveight as a receiving station 
Cores end 17.69 cents per hundred: eight as ransnortetion cherge appli- 
cable to Class I milk. If Class I milk-omounts to 75 vercent of the tote is; 
the decuction for receiving stetion oper: tions and trensportation ox 
Cless I milk would be 24.22 cents per hundredwei-ht: of milk received. 
Assuming thet. the rem ining 25 percent is paid for at the Class II prLee. 
the deduction for transnortetion on the Class II milk vould be 25 percent 
of S cents or 0.75 nae If the cost to producers of hsuling milk from: 
the fcrm to the receiving stetion is included st 18.11 cents per hundred- - 
weight, 38/ the totel deduction applied to receiving station milk would be 
eeer2 plus 0.75 plus 18.11 or 43.08 cents per hundredweight. The ever: ze: 
direct hauling cost is estinated at 27 cents per hundredweight, but to 
this amount must be added the cost of cooling milk on the ferm, in order 
that the direct haul may result in the delivery of milk which will meet 
the requirements as to becteria content, es well as additional costs for cans 
which direct-shippers must beer 


‘Oy 
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Studics of receiving stetion onersting costs which have been made 
by the Feceral Trade Commission and by the Fe ennsylvenia Milk Control 
Board indicate that the provnosed adjustment is sufficient to cover the 
costs of operation durin: the periods for which dsta are availeble. 
There is no reason to believe that there have been any substential in- 
creases in operating costs since thet time. 


¥, Sanitary. reguletions applying to the preduction and handling of milk 
and cream for sale in the Philadelphia Marketing Area. 


1. The legl requirements - grade B nilk. 


Producers and handlers of milk and cream for sele in the Prhiladelohia 
Marketing Aree are subject to regulation by the State of Pennsylvenia, by 
the city of Philadelphia, and by the state snd 7 municipal euthorities of 
New Jerscy in those instences where producers. ¢nd hendlers of the Phile- 
delphie supply sell milk end creamalse in New Jersey. 


Act No. 210 of the Pennsylvanie Legislature, approvec by the Gov- 
ernor July '2,..1925,. provides’ thatirall: milk Hand Viens must secure pernits. 
ennuelly f:om the Secretary of Herlth snd thet "permits sho1l be issued 
only to persons, whose entire milk supply, the forms, where it is produced 
and the milk pl: nts in which the mili or nilk Rroducts is hendled, heave 
been approved by the Secretary, end in any case in which, ‘in his 


th ee et ie a 


%8/ Using the avernge rate given by the Farm Credit Administration in the 
prelinins ry resort of a study of milk trensportation is the Philadelrhia 
Area. , 
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discretion, he shall deem such action necessary for avoroval, inspected by 
the Secretary." ; pe 8 : 


‘With respect to the insvection of farms supplying milk for pasteuriza- 
tion the lew vrovides that "an accurate report of a sanitary insnection on 
all dairy farms from which milk is received and of the-milk as delivered to 
the milk.-plent shall be kept on file in the milk plant. The sanitary in- 
soection shall. be made semi-annually by an. ap»oroved inspector at the expense 
of the spolicant for or. holder of a permit .....". "Milk for pasteuriza- 
tion" is required to be from cows determined by physical examination and 
tuberculin tests to be free from communicable disease. Cows are required to 
be fed, watered, housed and cared for in such manner that the milk will be 
clean. Milking is required to be done in a cleanly manner and prompt cool- 
ing after milking is necessary under the law. A properly constructed milk 
house or room, to be used exclusively for handling milk, is required. 


A significant feature of this law is that "milk" is defined as "milk, 
skimmed milk, cream, sour milk, sour cream, buttermilk, and all other fluid 
derivatives of milk, excent condensed milk and evaporated milk for manufactur- 
ing vurooses". The effect of the provisions of this law with respect to cream 
1s. t0 establish.a legal requirement that all cream whether used for fluid con- 
sumption or for the manufacture of ice cream, must be from amroved sources. 


The state law referred to sbove, end an ordinance of the CLiy on 
Philadelphia vrovide a code of sanitary requirements and a system of in- 
spection aonlying to city milk distribution plants in the Philadelphia 
Marketing Area. 


A maximum temperature standard of 60 degrees Fahrenheit is established 
by city ordinance, and the minimum butterfat requirement for Grade B milk is 
3.25 percent. 


New Jersey vroducers are subject to New Jersey inspection in any case 
Where the milk produced is intended for use within the state. Milk produced 
outside of the state intended for use within the state is subject to inspec- 
tion at the source of supvly 39/. Inasmuch as certain handlers in the Phila- 
delohia Marketing Area purchase milk from New Jersey vroducers which is at 
times used in part in New Jersey and in vart in the Merketing Area, a sub- 
stantial number of producers suoplying milk to the Philedelphia Marketing 
Area are subject to New Jersey inspection. The New Jersey State law requires 
that only healthy persons be employed to handle milk, that cows be examined 
at least. once a year by a licensed veterinarian, thet methods which insure 
cleanliness be used in milking, that stables conform to certain requirements 
and specifications, including floors of concrete or other impervious material. 
A suitable milk house or milk room without any direct opening to the milking 
stable is required, with avvroved refrigerating facilities or storage vat. 
Local boards or depertments of health, or other bodies exercising the powers 
thereof, in municivalities where the milk or cream is to be distributed, are 
given the power to fix the maximum temperature at which the milk shall be 
delivered to the receiving station or milk plant. 
39/ Chanter 131 of the Laws of 1932 as amended by Chanter 243 of the Lews 

of 1933 and Chanter 216 of the Laws of 1935. 


2. "Inspected raw and "grade A" pasteurized milk. 


By a resolution which was passed in 1932 monthly physical examinetion 
cf employees and monthly inspection of herds was required for the distribu- 
tion of raw milk in the city of Philadelphia. 


An order of the State Secretary of Health which became effective 
July 1, 1932, set up the standards for production of "Pasteurized Milk". 
Cows must be free from cormmnicable disease ‘and must. be examined by a veter- 
inarian at least once during the year for which a permit is issued for the 
Sale of milk. Bacteriological analysis of the milk is to be made at leest 
once each week, showing the bacteria content of the milk before and after 
vesteurizetion, anda report of such analysis is to be made monthly to the 
Secretary of Health. The order states that "every effort shall be nede to 
obtein a milk supply for pasteurization which will give e standard plate 
count of not more than 200,0U0 per cubic centimeter or a direct microscopic 
count of not more than 800,000 ver cubic centimeter". Festeurized Grade A 
milk is required to have a-‘standard plate ‘count of not more then 30,000 per 
cubic-centimetor previous to delivery. a . 


The New Jersey Milk Control Board. in Order No. C-14 (Februsry 20,1936) 
prescribed Grade A milk, standards as follows:. The total solids must be 
not less. than 12 percent; butterfat; not less than 3.5 percent,’ All sanitary 
reguletions of the New Jersey Department gof Health shall be met. The: ter 
pereture must be reduced to 50° Fahrenheit within 60 minutes, except that 
morning's milk need not be cooled if deltvery is made to a receiving stztion 
before 8 a.m., standard time. Semi-annusl examinetion of cows by a veter= 
WMerian; is required, end cows must be tuberculin tested. For pasteurized 
wa" milk the bacteria count must not exceed 100,000 before pesteurization or 
30,000 after pasteurization. For raw "A" milk, the bacteria count must not 
exceed 30,0CC. 


35. Tendency toward uniformity of requirements. 


The above discussion of legal requirements demonstrates the variety 
of requirements, often conflicting, to which it is possible for a producer 
to be subject. There are at least two factors which tend to remedy the evils 
of the situetion which arise from the existence of a multiplicity of juris- 
dictions. (1) In an area where quelity requirements vary there is a ten- 
dency for the most stringent requirements to nrevail; and (2) the fact thst 
the Pennsylvania law pvleces the responsibility for a sanitary milk supply 
so lergely woon the milk distributor creates a flexibility which nermits a 
more renid extension of the most stringent requirements. 


As the minimum standards set by the State of New Jersey have been 
more strict than those of Pennsylvania, New Jersey requirements have tended 
to be accepted as. the minimum for the Philadelphia market. Furthermore, as 
certain municipalities in New Jersey, notebly Newark, 40/ have requirements 


40 / See "An Ordinance Regulating the Sele snd Distribution of Milk, Cream 
end Milk Products in‘the City of Newark, N. J." Ceffectave July 2,1971) 
A list of approved sources cf milk and cream for Newark published Merch 
16, 1936, contains 2 receiving stations in New Jersey and 4 in Penn- 
(sylvenia, operated by handlers in the Philadelphia Me rketing Areeé. 
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there nas been 2 tendency for the 


I > severe than those of the state rie 
2d lee eel fee their producers. 


>nilacelonia nandle~s to enrorce Nevark requirements uo0n of 
As the insoection forces of the Cit, of Philadelohia and of, ar ee 
nave veen too small to inspect many farus, farm inspection ike 
largely by licensed insvectors in the emnoloy of the dealers. It has 
veen the practice of the city insvectors to inspect only such farms aS 
‘supoly raw milk to be sold at retail in tue city, their time veing occupied 
largely in inspecting distribution rather than production. 


4,Grade A milk. 


The requirements for the vroduction of Grade A milk have been 
discussed elsewhere, but there are certain historicsl and vractical 
considerations which need further elaboration. 


The Grade A idea was introduced in the market anvroximately 20 
years 220, but it was not until 19°@ that the first legal regulation of 
Grade & milk was undertaken. The law required the Secretary of State to 
have filed a statement by milk dealers of the spvecifications of Grade A 


milk. This action, however, did not provide a uniform definition of 
Grade A milk. 


Order Yo. 17 of the Pennsylvania Milk Control Board (Seotember 27, 


1934) contains provisions relative to bacteria and buttertat bonuses for 
Grade A milk wnich are directed toward greater uniformity in Grade A 
requirements. This order provides a bacteria bonus of 40 cents per 
nundredweivnt for milk having a bacteria count of 19,000 or less and 25 
cents tor milk with a bacteria count of 10,000 to 50,010 during the 
nontus way to October, inclusive. During tne remainder of the year 
producer who has received a bonus three of the preceding sia months 
(at least one of woich must pe July or August) receives 4 bonus ot 25 
cents tor milk with a bacteria count of 10,00 > or Jess; and Lo cernte for 
milk with a count ot 10,900 to 50,000. Such bonuses are vaid only to 
producers delivering milk with a butterfat content of 3.7 percent or 

over aud who have a satisfactory sediment score. Five vacteria counts are 
taken monthly, tne nighest being discarded and tue average determined 
from tne remaining four. 


» any 


Dealers are required to pay Grade A bo.uses only on that part of 
tue Grade A milk which is actually sold as sucn. 


41/ In 1935, 11 inspectors weve emoloyed by the city. See Report of tne 


Peceral Trade Commission on tne Sale and Distrioution ot Milk 
Products, April £, 1935, page 96, 
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FART VIII 


Conclusions relstive to the mininun prices to producers <s eet 
forth in the Proposed i. rketing agregnent end Proposed Order 


A. Tho Gless I Price. 


The Class’ i price of $2.88 por hundredweight represents en ineroes 
of 38 cents over the Class I price which prevailed from January 16, 1936, 
when Ordor No. 24 of the Pennsylvr nie Milk Control Boerd becene affective, 
until October 11, 1936, when Ordcr No. 28 became effeetive. Order No. 28 
of the Pennsylvenis. Milk Control Bo:.rd provides «. Cless I price of 62.88 
pur hundredwcight, f.o.b. the merksting “ror.: 


It is concluded thet the frcts pres snted ghee ruletive to the 
supply nd. dom.nd conditions in the Phil: delphie merket, ¢re sufficient to 
-justify this increrss in the Cless I price. Shires eee bricfly, these 
facts show: 


1.: Poor crow conditions end extremely poor pasture conditions ne- 
eussitating increesed fovding in order to meintcin production. 

2. Inecruescd costs of grein and concentrates fed to deiry cz: ttle. 

3, Inercesed in the prices paid for nilk <t condenserics, in the 
prices of butter, and in the prices peid producers supplying 
approxinately 50 fluid milk :erkets, including merksts ‘in New 
York end New Jersvy and the Pittsburgh ri rket. 

4. Improvement in the purchasing power of consumers in the ms “erket- 
ine Exec, 

5. Ai teres inercese in thes: lus of fluid creemm during the faze. 
querter of 1936 as comp: réd with the tirst querter of 1955. 

6, the volume of milk received in the Phil: delphis market, as 
reported by the Bureru of agriculturel Heonomics, wes greeter 
during the first 9 months of 1936 than during the first 9 months 
ofm19S5, The’daily everege receipts in 1954 and 1955 were. ghor 
tnen in each precesding year. 


Be ine Cleese if Price. 


Ths formula for computing the Cless II price is the prico of 
score butter «t New York, multiplicd by 3.5, plus 20 psrcent thoroof, plus 
S5 conts. The rolctionship, betiecn the price of eporoycdecrer meat Baie: 
delonia snd the price of 92-score butter <t New York hss boun such in recent 
eee thet thse buttur.price with © 20 percunt allovenes for. “overrun" cnd 
cdjustnent of #.35 for other factors as guclity and: the vweluc of skim milk 

Mcaire in  pries for milk which cpproxim tes very closely the velucror 
local milk used for crecil purposes in competition with crucm shipped to the 
mrkot from approved Western sourcas. 


Treble 62 indic-tes the rele tionship betweon the Cl-ss I] price, com- 
puted eccording to ths proposed formule, and the 3.5 porcent milk Gquiywetedy 
price of approved ererm in the Philcdelphin market, during the period Jenuary, 
1935 - Septomber 1936. In the month of Merch 1936, the tio prices would 
have been oquel, at 1.70 per hundredvweight. wheress the formule price 
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PHILADELPHIA, PENNSYLVANIA: Price per hundredweight of 
3.5 percent milk equivalent of eporoved cream in the 

Philadelphie market, and Class II price computed accord- 
ing to formula provided by prooosed marketing agreement 
and proposed order, by months, January 1935 - September 


ihe Aiay 
;.5.5 percent milk 7) Class If formule > Difference: 
Month and : equivalent price priceafor S15 per-i est ssOlass Ii, formu— 
year : of approved creaa =: joent milk : le over, approved 
° : : cream equivalent. 
7 ~ = Class 11 foraus 
: . : la under approved 
: crean equivalent 
: Dollars ; Dollars shes Dollars 
1935 : on : 
janvary : ie Dae, : ben a: : a pele 
February TERS £87 ; + calcd 
March ibaley, 1.68 te peel 
April 1.65 Nice) Oe ee 
May Se hs bO : coe) el 
June’ ge) ea + Lee 
July Lae Dh + 13 
August Lies 1.40 + “LS 
September 1.14 1 wh east 
October Loe rie + wee 
November 1,68 ing) 4 O02 
December ie) ews + 18 
1936 
January 1.60 BeS0 + 220 
February ier 4® P90 + 220 
March Lone Y.70 x ~ O00 
April 1.67 1368 at Pie 
May I. 56 1.50 ss 06 
June 1.06 sheen) Hee 
Jay 1.0% L.i7s 2 06 
August Peps 1.84 $ ~ :07 
Septeabor 1.88 1/ ice. 1/ - .06 


Compiled from reports of thre Buresu of Agricultural Economics, Division of 
Dairy and Poultry Products. 
yi. Cream price to week ending September 26 and butter price September 1 - 2. 
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varied from 2 to 7 cents per month less than the cre:m price during the 
period April - September 1936, during the period January 1955 - Februcry 
1936, the formula price varied from 1 to 31 euents per month above the 

cream price. During this 14-month period the formula price would have 
averaged 14 cents per hindredweight higher than the 3.5 percent milk equiv- 
alent price of approved cream. 


Distributors usually will pay a slightly higher price for cream 
seporated from locally producod milk, although the exact amount of such 4 
differential is undetermined, as it would vary 4s among denlers, and from 
time to time for a: individusl desler. The high quulity of muck so-called 
"Western" croaum precludes the possibility of such a margin being more than 
a very few cents. 


Although it appears that the proposed formulz would have resulted in a 
price lower than that paid for approved cream during the past few months, it 
is very likely thet, as creum supplies improve, this relntionship will chenge, 
By careful observstion the trend in the relationship between the two prices 
may be determined, and, if necesssry, ‘“n amendment to the formula may be 
adopted in order to mect chsnging conditions. Figure 8 shows the relationship 
between the proposed formulsu Class II price, the 3.5 percent milk equivalent 
price of approved cream in the Philadelphia mirket and the average price peid 
st condenseries in Pennsylvania and New York during the period January 1935- 
“eptember 1936. Whereas, xs pointed out above, the formula would have resulted 
in a price lower than the 3.5 percent milk price equivalent of the approved 
erenm price, the formula price would havé been continuously above the average 
price at condenseries. It was not sa much above the condensery pricc, how- 
ever, as to be inconsistent with the general level of prices paid for miik 
for manufacturing purposes in the Philadelphia supply arede 


ce ‘ThesOlass lI Price. 


The Class III price formul:: applies only to thet small quantity of milk 
which distributors use for the manuf»cture of buttcr because no better outlet 
for it ean be found. Route returns (milk which is teken out on delivery 
wagons but which is not disposed of in the day's delivery) and other small 
and irregular quantities are utilized in this manners The value of such milk 
43 determined by the wholesale priccof butter of quality similar to that 
manufictured from it, plus « reasonable sllowance for the “over-run"s 


D. ‘The Glass Price Adjustments. 
Ls THe Class I Price Adjustments. 


The proposed Class I price ndjustments applicable to milk received st 
receiving stutions located more than 25 miles from the City Hull in Phila- 
delphin, are, with certain exceptions, essentially the same as those provided 
for stations in specified mileage zones, by Official Geners.1 Order No.28 of 
the Pennsylvania Milk Control Board. The exceptions occur in those instances 
where a receiving station is not located at a railroad shipping point, or 
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where railroad rates have not been published "to meet motor truck competition". 
The vrovosed method of determining adjustments results in adjustments as set 
forth for each receiving station outside the State of Pennsylvania in table 

63. The total adjustment is determined by adding to the tank car rate, using 
the "regular" rate, where no "comoetitive" rate is published, 6 cents, which 

is aovproximately the amount determined by the Pennsylvania Milk Control Board 
to be necessary to cover additional transportation costs borne by distributors 
who ship milk by railway tank car, vlus 15 cents, which approximates the 

amount determined by the Pennsylvania Milk Control Board to represent a 


ressonable allowance to handlers to cover the cost of receiving station overa- 
tions. 


2. The Class II Price Adjustments. 


The Class II orice adjustments do not include an amount to cover 
receiving station costs, but are based simply on the cost of transporting 
at the carlot rate, the 40 percent cream equivalent of Class II milk. Re- 
ceiving, separating, or otherwisé processing Class II milk at receiving 
stations constitute functions which do not have to be duplicated at the city 
plant. It is reasonable, therefore, that the handler should bear the cost 
of handling Class II milk in the receiving stations. 


Where milk is used in the manufacture of butter at the receiving 
station, and is consequently classified as Class III milk, the same principle 
applies as in the case of Class II milk, and no receiving station allowance 
is made to the handler. Moreover, the exnense of transporting butter to the 


marketing area would be negligivle when allocated to the per hundredweight 


milk equivalent of the butter, Milk received at receiving stations and used 
to manufacture butter in the marketing area would be negligible in quantity, 
end would move from the receiving station to the marketing area either es 
cream, or as milk intended for distribution as fluid milk. 
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Tadle 63, -Regular ¢c,1. tank car rates, by mileage zones, tank 
: Car rates nuolished "to seet motor truck competition", 
receiving station adjustments provided by the vronosed 
marketing azreeme..t and vrovosed order, and zone 
adjustnents provided by Penusylvania iiilk Control 


be 


an : igh tee BOArG, Order lo... 06. 
‘Receiving stations "Re gular" "Competitive! Tank  :Zoue adjust— 
Railway :located in States  seviy tank | > o,1. tank: oar rate, :ment nrovi- 
ihileage : other tuan 2) LAG Tatve.s< Cor Ppates olus taed oy Penna, 
| zone > Penns lvania Ie 4 iweLrective + 21 cet s ‘Milk Control 
a Mileage : Avril 20, : :  —- Board 
f gg Mall : ZONES ! 1950. : Order No. 23 
vliles Cents Cents Cents Cents 
. Oe vote Brideeton,.N. Jd. .:. 18.60 ; BO. 60s, 30, 
41-50 ‘wt. rleasant, Deis 20. 9% : CPs) ek Oie5 : a 
wee Providence... Mu. .--: : : 41.93 : 
51-00 > Townsend, Tel. ; 30.9% : heey : hg On : 53. 
61-70 » Ulayton, Del. : 22.09 : : 43.09 ; Od 
i Rents. Ded. : : ob At i : DS edo Fe 
Wassey, sd. : ; 13.63 bc 63 
See MAR TO, » Wiel, : snag iit deleadiic’ : 32.63 : 
71-80 mekK@nnecvville..Md. :,-D%.96 ; Nor : Seis OS ; DS 
; Sudlersville,:-ud. : AON iN TOE : 52.68 ; 
| 81-90 ; Chectertowa, Mdsa. 3. 23.26 et SR ; Die bs As 
> hidgely, wid. : ; 11.63 ; 52.638 : 
| Oi=100. + Centreville, iid, ,1., 24,42 : das Ox ; ihn Oe : oid. 
; Harrington, el. te wel 5 eS ae 
. POI-110 + Faston,.\da. te) Od. OS : Ldn 66 : 32,65 : Odin 
121-130 + Hurlock, Ma. ‘4 SG. 94 2.95 34.95 : 25-28 
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Comoiled from Pennsylvania Failroad Co. tocal and Jount Commodity Tarif1,M, &C. - 
i G. G..208. issued May 16,1936, trom Pennsylvania viilk Control Board Order 
No..2&, ana trom data in table GAs 
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Part Ix 


Other ‘Provisions of the Proposed Marketing Agreement and 
Proposed Cras for the Ph ivede eae Marketing Area 


~ 


The provisions not previously discussed are necessary for explicit 
application of the classification and price pr -ovisionse 


Ae Definitions | 


1. "The Philadelphia, Pennsylvania, Marketing Area" is that terri- 
tory which lies within the boundaries of the city and county of Philadelphia, 
Pennsylvania. Application of the proposed marketing agreement and proposed 
order in the Philadelphia Marketing Area, along with the operations of. the 
Pennsylvania and New Jersey Milk Control Boards in their respective terri- 
tories, can be expected to exert such influence in the contiguous towns that 
no difficulty will arise from confining the marketing area to the boundaries 
of the city and county of Philadelphia. The scope of the marketing area 
together with the definitions of "handler" and “producer” de vermis ne to whom 
the marketing agreement and order apply. 


ae "Person" means any individual, partnership, corporation, asso- 
ciation, or any other business unit. In the milk business all types of 
business organization are to be found. Hence in order that all handlers 
subject to regulation in a milk market be regulated, it is necessary that 
all possible types of business organization be specified end the proposed 
marketing agreement and proposed order be made applicable thereto. If this 
were not done, some persons might be exempt from the provisions of the 
proposed marketing agreement and proposed order, even though the character 
of their business were such that they should be subject to regulation. This 
would operate to cause the regulatory aspects of the proposed marketing 
agreement and proposed order to be discriminatory between different firms, 
and it is to obviate this inequiteble result that "person" is so defined 
as to cover all types of business organization, 


o. “Producer™ means any person who delivers milk in bulk, which is 
produced on a farm operated by such person in the States of Pennsylvania, 
New Jersey, Maryland, Delaware, or West Virginia. This definition excludes 
persons in other States, for example dairymen in Wisconsin or Indiana, who 
produce milk which is sold as cream in the Philadelphia market. 


4. “Handler” means any person, irrespective of whether such person 
is a producer or an association of producers, wherever locs.ted or operating, 
who hendles, in the current of interstate commerce, milk which is sold as 
milk or cream in the Marketing Area. 


B. Market agent and provisions relating thereto 


1. Selection, removal, and bond. In ordor that tho Secretary an 
Agriculture may fulfill the obligstions which he ussumes toward producers 
and handlers of the milk supply of the eae Marketing Area, it is 
necessary that the person chosen to administer the proposed marketing 
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eerdéenent and proposed order be selectad by end directly responsible to 
the Secretary. Experience in the seloction of cdministretors indies tos 
thet.“ mothod of selection is necessary which will assure the appointment 
of © person who:will adninister tho merkoting progrem without bices towsrd 
any interested: group, fection or individuel. Selection and rcnovel by 
tthe Secrotary provides such essurenee. Tho ni.ture of the responsibilitics 
of such a position mekes it necessary tant the cppointing officer reserve 
the right of removing en appointee at: any tins. 


Further assurenco of feithful cna honest «dninistration of the pro- 
‘posed murketing cgrecement and proposed order is provided in the requirement 
that the m.erket cgent execute and dcliver to the Scerctcry « bond in an 
emount and with surety thereon setisfectory to the Seeretaury. 


-2.. Compensation.» The coupsensetion of the norket egent is not fixed 
definitely by the propossd Merketing ¢greemunt end proposed order. Until 
en epplicent is definitely consider:a for th, position it» would not be fer- 
Sible to stite the s:lery to be offered ,.as the salary .ettrehed) tose posi- 
tion of such importsnee should dcpend to & considvrable degree upon the 
quélifiestions of the individuel who can: be secured te) fill the» position. 


5. Powers «nd duties of tho rmerkot ‘gent. »in order that: thesmerket 
Agent may have « lugel basis for teking theo necessary cetion for effective 
sdministretion-of the proposed nmerketing cereoricnt and proposed order, the 
following powers and dutiss cre definitely steted: 


&. to administer the terms end provisions of tho proposed cerketing 


“Ggrsument and proposed order. 


b. To receive, investigete, «nd report to the Sucrotery -conplaines 
of violetion of the torms and provisions of stid marketing &gsgrecrient ad 
order: 


C. sep such books and records cs will elurriy refloct the trensac- 
wens Sto: bo performed, «nd submit such books ind records to examine tion by 
the Seeretery of Agriculture «t eny €nd cll tines. It is especially importa: 
thet the werkst egent understand thet his books end records are subject to i: 
vestig: tion, «t any time. The incentive to e-reful ‘dninistr. tion, under suc 
circumstances is ereet, land the Secretary my ct éhy timc rmeke certcin thet 
the proposed sgréement end ordor is being -dninistered in accordance Vite 
its provisions, with cny regul tions rsleting thereto, or with the «gricul- 
ture.l Adjustment act. 


d. Furnish such inform.tion and yerifiod ,evortseasthe Secretary 
may roquest, in order thet the Secrete ry my be continuously informed «s to 
he procedure and results of Oper: tion undcr the proposed merketing © greo- 

lent and proposed order, 


_ & Vbtein a bond with reason. ble security thereon, covering cach 
vilployee who hxndles funds entrusted to the mcrket agent, in order to in- 
Sure ageinst fincneisl loss, through fcilure of such cuploycess to hsndle 
such funds ecrefully or honestly. 
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£. Publicly disclose te handlers and producers, unless otherwise 
directed by the Secretary, the name of any person who, within 15 days after 
the date upon which he is required to perfofm such acts, has noth 


(1) Made reports pursuant to article V of the proposed market- 
ing. agreement and proposed order. Such reports are necessary in 
order that payments to producers may be verified by the market agent 
and that the purpose of the proposed marketing agreement and proposed 

_ order be effectuated. The duty to make public the failure of any 
handler ‘to make such reports is contingent upon review of such course 
of procedure by the Secretary. The Secretary reserves the right to 
direct otherwise whenever it is deemed that sich action is too drastic, 

taking into consideration the circumstances of the case. It is to be 
noted that the market agent has no discretion as to whether or not 
such public disclosure is made. 


(2) Made payments pursuant to article IV of the proposed market- 
ing agreement and proposed order. Public disclosure of such failure 
to meke payments likewise is not discretionary with the market agent. 
It is important the market egent have accurate reports as to the pay- 
ments mde, and, if the required pnyments are not made at the proper 
‘time, it is necessary to provide a method for informing those con- 
cerned, viz., the other handlers and the producers. 


GC. Reports of handlers. 


Article V of the proposed marketing agreement and proposed order sets 
forth three types of reports w ich handlers are renuired to submit, and pro- 
vides for the verification of these reports, The nature of the proposed 
marketing agreement and proposed order is such thet the other provisions 
would be largely uscless unless supported by the system of reporting pro- 
vided. Handlers are not only required to pey certain prices for mile aa 
e-rtain classifications, but they must mike e careful accounting of such 
payments in order that the viarket agent may ascertain thet the purposes of 
the proposed marketing agreement and proposed order are being fulfilled. 


Section 1 requires hendlers to submit reports on or before the 5th 
day from the end of each delivery period, showing in such detail and form 
as the market agent may prescribe, information 2s to the milk and cream 
received at. ech plant from producers, or from other handlers, and the 
quantity, if any, produced, <s well as the utilization of: sll milk received 
or produced. It is necessary that the market egent be so informed in order 
to. be able to determine, with respect to each handler, the aggregate sum 
due to producers whose deliveries are not required to be paid for pursuant 
to orders of the States of Pennsylvanin and Now Jersey. 


Section 2 provides.for the regular reporting by handlers of their 
payments to produsers, for each delivery period, in the form of either 
their producers’ payrolls, or of reports containing information with res- 
pect to each producer showing the total delivery of milk, the avernge 
butterfat test thereof, and the net amount of the peyment mede, with the 
prices, deductions snd charges involved. Sueh a report expedites the 
routine checking of compliance with the marketing agreement and order end 
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provides the information necessary for the marke t agent to Ae ndequate 
producer records. 


Section 3 provides that each handler shall permit the market agent 
to verify the information contained in all reports. Tue imvortance of 
routine verification of all reports is readily understandable in view of 
the intricate and detailed transactions which are inherent in the milk 
business. Where errors both willful and accidental may so readily creep 
in and éffect the, returns to producers, successful operation of a marketing 
agreement and order will depend largely upon the extent to which the mar- 
ket agent assures himself of the correctness of the figures supplied him 
in the reports and of the correctness of the sampling, weighing and test- 
ing for butterfat of the milk which is delivered by producers. Such 
routine verification is thus extremely necess«ry for the effectuation of 
the. provisions of the marketing agreement and order, 


D. Inter-hendler and non-hendler snles 


Section 2 of article 3 of the proposed marketing agreement and 
proposed order provides for regulating the clissificetion of milk sold 
by a handler to another hi ndler, or to « person not a handler, but who 
distributes milk or manufactures milk products, Tis provision is brsed 
upon the assumption th: t milk disposed of in this manner should be classi- 
fied in the highest class unless clear and definite proof to the contrary 
is furnished the markst agent. The burden of such proof is pl«ced upon 
the selling hoendler, i.e., the handlor’who has purchased the milk from 
producers, and who, under the terms of the proposed marketing agreement and 
proposed order, is obligated to pxy producers for the milk in the correct 
elassification. 


E. Payments to producers 


Section 1 of article IV requires that the minimum class prices be 
psid to producers whose deliveries are not required to be paid for accord- 
ingto orders of the States of Pennsylvxnia and New Jersey. On or before 
the last day of exch delivery period payment is to be made to all pro- 
ducers for the approximate v-lue of the milk delivered during the first 15 
days of the delivery period. This provision gives producers the benefit 
of payments twice a month, but does not place upon the handler the burden 
of making a complete accounting of all milk twice a month. This section 
provides, further, that on or before the 15th day after the end of each 
delivery period e ch handler shall have paid sll producers except thao 
producers whose deliveries are required to be paid for according to 
orders of the States of Pennsylvania and New Jersey, who delivered milk 
to such handler, on aggregate sum equel to the total value of all milk 
received from such producers «t the minimum clsss prices set forth in 
the pronosed marketing agreement and proposed order, less the applicable 
deductions. The proposed marketing agreement and proposed order does 
not specify = plan of pryment which shall be followed by hendlers, but 
section 1 of article IV provides that each handlor, on or befare the 
15th day after the end of each delivery period, shall file with the mar- 
ket agent his plan of ps.yment among all his producers for the totsl vulue 
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of all milk received, and that the market ngeht shall publicly » nounce 
ench such plen of distribution. pe : : 


This plan of. payment would include psyments to all producers, both 
those who ere and those who are not required to be paid pursunnt. to orders 
of the States of Pennsylvanic ond New Jersey- The requirement that .such 
& plan be submitted leaves discretion to the handler as to the general 
character as.well as the details of the plan, but insures to the market 
agent and to producers & menns of knowing exactly what the plen ise The 
public announcement. of the plan by the market agent should provide assur-— 
ance thet the plen utilized by the handler will be rensonable and equitable 
as among producers. 


F. Expense of administration 


Section 10 (b) of the Agricultural Adjustment Lct, “s amended, re- 
quires thkt any order issued by the Secretary of Agriculture under authority 
of the Act, "shall provide tht sich hendler subject thereto shall pay to 
any authority or agency est.blished under such order such handler's pro 
rata share (as approved by the Secretery) of such expenses as the Secre- 
tary may find will necessarily be incurred by such authority or agency . 
...ee The proposed marketing 2greement ‘nd proposed order provides for 
.the pryment by ecch handler on or before the 15th day sfter the end of 
ech delivery period, with respect to all milk delivered to him by pro- 
ducers to whom p-yments are not required by the orders of the Pennsylvanin 
ond New Jersey Milk Co:.trol Bonrds, of not -exceeding 2 cents per hundred- 
weight of milk received from such producers. 


The salaries ond weges of the personnel of the market agent's 
office would be paid from the funds derived from such pr yments, «s well 
as rent, expenditures for equipment, cnd supplies, communi¢.tions, tis 
morkst agent's bond and the bond of any employees handling funds. 


It is not presumed that the amount of the maximum p: ynent per hun- 
dredweight (2 cents) will produce the exnet smount required for the opera- 
tion of the market agent's office, but experience in office management 
together with knoiledge of the approxin’te quantity of milk involved, in- 
dicate thit 2 cents per hundredvweight will be sufficient, Whenever it is 
found that such amount per hundredweight procuces funds in excess of the 
amount necessary for the operation of the office, each handler will. be 
cherged with his pro rata share of the expenses, in accordsnce with the 
terms of the Act. 


The bond required of the market agent end psriodis audits of his 
records give ressonable assurance that the monies will be properly 
handled. The exact sum to be ch .rged to handlers is subject to review 
by the Secretary of Agriculture. 
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Introduction 


One of the most important and perplexing problems encountered in milk 
narketing is that pertaining to the classification of milk. This problem is 
nerely one of many, although t'undemental and probably the most important, 
shat may and perhaps must be approached through a study of the price struc- 


pare Tor milk. 


This paper was written for use in connection with marketing agreements 


However, numerous questions have arisen pertaining to 


ind orders for milk. 
and it 


she classification of milk, the price structure, and related problems, 
ig for these reasons that this paper is made available at tnis time. 


This analysis of the price structure has been developed under assump- 
tions of competitive conditions. Numerous details have been omitted in the 
interest of brevity and in order that the discussion be suitable for general 
use. The analysis will be expanded as rapidly as possible, and the later 
Phases of the work are to deal primarily with the price structure when tho 
assumptions upon which this paper is based are varied. 


The authors have receivod aid from several persons in the development 
Dr. Warren C. Waite helped draft the paper in all but the 
and Dr. Harold B. Rowe contributed many 
Others have 


of this paper. 
latest stages of its development, 
valuable suggestions relative to the technique of the analysis. 
made fruitful suggestions and have aided materially in editing the paper. 
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i), Chief, Dairy Section, Agricultural Adjustment Administration, United 
States Department of Agriculture. 


a Senior Agricultural Heonomist, Dairy Section, Agricultural Adjustment 
Administration, United States Department of Agriculture. 
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Part I 


THR PRICE STRUCTURE FOR MIL FOR Tae COUNTRY AS A VHOLE 


A complete analysis of the price structure for milk for the coun- 
try as a whole would fill a rather sizable volume. However, for the 
purposes of this paper, it.is unnecessary to devote a great deal of time 
and space to the developaent of such an analysis. All that is intended 
in Part I is to develop a rather general treatment of the price structure 
for milk for the country as a whole, in order that the analysis of the 
price structure for milk within a milk shed may be approached more satis- 
factorily. 


An explanation of the price structure for dairy products for the 
country as a whole involves consideration of (1) the conditions affecting 
the demand for milk, and (2) the supply characteristics of milk with 
respect to the localization of. particular phases of ‘the industry and the 
interchangeability of milk between different dairy products. Likewise, 
an explanatian at the price structure for milk within a particular area 
or a particular milk shed involves consideration of (1) the nature of 


the demand for the different products derived from milk, and (2) the con- 


ditions. affecting the suyply of milk. 


A. The nature of the demand f for milk. Tt is well recognized that 


the demand for any commodity is a composite of the demands of the differ- 
ent groups of people who are ready to purchase different quantities of 


it at different prices. Similarly, the demand for a product such as milk, 


which is used in the production of a number of ‘different ba ee l/ is 


ane ee eet nemeentieneertteesaeniianmediammrmmsemeitiomennsti tees Caemetidienetiinialiete tenia eemeteeli teatime ieee ieee ee ae ee ne eee eteeel 


wi To Soe woe fetal volume of milk used in the manufacture of dairy 
products and used by the noen- farm population as fluid milk and cream 
was distributed among the various uses as follows; 


Product . aad a ‘Percent of total volume used 
Butter - creamery and whey ie tek - ss ’ sae hen: a/ 
Other manufactured praducts i OU TA Se 
Milk used by non~farm population ; b/ 
as fluid milk and cream 41.2 


Total 100.0 


af Compiled from estimates of the productian of manufactured 
dairy products, Bureau of Agricultural Hconomics, U. S. 
Department of Agriculture. : “ 


/ Compiled from Rstimates of Consumption of Milk and Cream 
in Cities and Villages, Bureau of Agricultural Economics, 
U. S. Department of Agriculture. 
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the aggregate or composite demend for milk in all uses. ‘Thus, although 
the different forms.or products in which milk is used are compétitive in 
the sense that each. use competes with all ‘other uses for a portion of the 
total supply of milk, and the derived demands are’ rival or competitive, 
Li bie aggregate ney comprise the total demand for milk. The nature of 
the demand for fluid MLiK is discussed | a length in Part (ii ot unis : 
paper. 


B. ‘The supply y characteristics cf milk. 

1. Localization ef the industry. Although milk production 
is an important agricultural enterprise in practically every State in the 
United States, it nevertheless varies markedly between areas as to rela- 
tive importance and is highly concentrated in certain areas. An impor- 
Meo raccor in thie connection is the fact that the transportation system 
has developed so that certain areas posséss a comparative advantage in 
the production of milk for use in the preduction ef dairy products that 
are readily storable and transpertable, and others have a coaparative 
advantage in the production of milk for fluid consumptien. Thus, the 
States of Iowa, Minnesota, Nebraska and Wisconsin produced 44.8 percent 
of the total volume of creamery butter produced in the United States in 
1932 and 1933. Wisconsin and New York produced 64.8 percent and 62.1 
percent cf the totel volume ef cheese produced in the United States in 


93. and 1933, respectively. Of the total‘United States production of 
evaperated milk in 1933, Wisconsin and California produced 53.3 percent, 


and the five States ef Wisconsin, New Yerk, California, Illinsis and Ohie 
produced 70.0 percent. p In those areas wherein large urban centers are 
situated, notably the New @ngland and Middle Atlantic areas, as well as 
in the territery immediately surrounding other urban centers, the larger 
part of the tetal volume of milk produced is utilized in the form of 
fluid milk and cream. 


2. The interchangeability of the supply cf milk between uses, 
The milk supply of the country is interchangeable between uses, especi- 
ally so in the case ef manufacturing uses, “In general, there is little 
difference between the quality requirements for milk used in the produc- 
tion ef evapserated milk, butter, cheese and other manufactured dairy 
products, In addition te the fact that milk is markedly interchangeable 
hetween the uses noted above as far as quality requirements are concerned, 
precessing facilities for the different products are so intermingled 
geegraphically, and, in fact, are in many cases available in cne plant, 
that the mattor of the location of the preducer with respect to process- 
ing facilitios for the different products is usually not important in 


é/ Menufactured Dairy Preducts, Bureau of Agricultural Economics, 
United States Department of Agriculture. 


preventing producers from shifting their milk from one channel of dispo- 
Sal to another. Thus, should relative price conditions warrant, the 
producer can in most cases shift his milk from one use to another. Tn 
the case of those plants manufacturing two or more products, the 
producer does not have to shift his milk from oré plant to another, the 
shift or change in the relative volume of milk entering the different 
uses being accomplished by the plant management, and for the same 

reason that would lead the farmer to shift his milk from one use to 
another. 


The interchangeability of the supply of milk between milk pro- 
duced for use as fluid milk and that produced for use in the production 
9f various manufactured dairy products is not su marked as is the inter- 
Changeability of milk between the different manufactured products. 

This is due in large part to the fact that in most milk markets milk 
used as fluid milk must be produced in accordance with more stringent 
Sanitary requirements than is the case with milk produced for use in 
manufactured dairy products. However, this factor operates, principally, 
to lengthen the period of time necessary for a producer to shift his dis- 
posal of milk from manufactured dairy products uses to fluid use. The 
producer, in order to shift from the production of manufacturing milk to 
the production of fluid milk, must equip his barn and follow the proced- 
ure with respect to sanitation that is specified in the health ordinances 
. Of the city or town in which he wishes to sell fluid milk. This invalves 
additional expense in producing milk, but, if the farm price of fluid 
milk is sufficiently above the farm price of manufacturing milk, the pro- 
ducer will equip his barn and conform to sanitation regulations in order 
that he may sell fluid milk. Thus, although the degree of interchange- 
ability of milk between fluid use and manufactured product uses is less 
marked than the degree of interchangeability of milk between the differ- | 
, ent manufactured product uses, producers can and do shift from the 

production of manufacturing milk to the production of fluid milk when 
price relationships warrant. Similarly, when the price of fluid milk 
declines to a point where it is not sufficiently high to cover the addi- 
tional costs of producing milk for fluid consumption, producers discon- 
tinue the production of milk for consumption as fluid milk and produce 
milk for use in the production of manufactured dairy products. 


C. Factors affecting the general level of the prices of dairy 


products. 


1. Demand factors. Numerous factors influence the demand Tar 
dairy products, such as the volume of the money income of consumers, con- 
Suming habits, etc. Perhaps the most important of the factors affecting 
the demand for dairy products is the volume of money consumers have avail- 
able for the purchase of goods. Thus, the prices of dairy products vary 
directly with the income of consumers (assuming constant supplies). The 
relationship between the index of the farm prices of dairy products and 


Soo 


the index of factory payrolls (taken as a measure af changes in the in- 
come Sf consumers) is shown in Figure 1. As was stated above, numerous 
factors affect the demand for milk. However, for the purposes of this 

paper, it is unnecessary to discuss them in detail. 


2. Factors affecting the supply of milk. The changes in the 
volume ef milk that will be forthcoming from a given number ef cows due 
to changes in weather, pasture and crop conditions need no comprehensive 
treatment here, since it is obvious that sudden and wide variations in 
the weather, droughts and eather unusual weather conditions that operate 
to reduce or increase the quantity and quality of feed relative to the 
humber of livestock, all tend to cause variations in the supply ef milk. 


Aside from the factors noted above, changes in the prices 
of dairy products relative to the prices paid by milk producers for the 
articles used in milk production, as well as changes in-the prices of 
dairy products relative to the pricos 9f other farm products, affect the 
volume of milk produced. In the Middle West, for example, changes in 
the prices of competing farm products have an impertant effect on milk 
production. jn increase in the price of beef, or a relative decline in 
the prices of dairy products, is sufficient to cause large numbers of 
farmers in this section, particularly in the area west of the Mississippi, 
to turn to raising beef steers and heifers and let the calves suckle the 
cows langer than was the practice before the change in relative prices. 
In addition, in numerous cesses where more than one livestock enterprise 
is followed on the farm, a relatively larger volume of the feed available 
is fed to livestock other than milk cows when prices of alternative live- 
stock products become favorable relative to the prices of dairy preducts. 


D. Relatignships between the prices af dairy products in 
aiffersntmearets. 

Since most manufactured dairy products are readily transport- 
able, the price cf a product such as butter tends to vary between markets 
by not more than the amount necessary to cover the cost of shipping the 
product (freight and handling casts) from one market to another. Thus, 
in Chicago, Illinois, situated in the large surplus butter-producing area 
comprising the East North Central and est North Central States, the 
price of butter is generally lower than in New York city by an amount 
sufficient to cover freight and handling charges from Chicago to New York 
City (New York €ity being lscated in a deficit butter-producing area). 
Ths decidedly ghose relationships between the prices of butter in diffor- 
ent markets are shown in Figure 2. 


The prices of cheese in differont markets vary tegether (see 
Figure 3), partly for the samo reasons.as those advanced above with 
respect to butter and also because af the possibility of shifting from 
cheese productinn to the production qf butter, which is more widely 
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transported. The same relationships exist with respect to evaporated 
milk, i 


In view of the foregoing, it should be evident that the mar- 
ket for the most important manufactured dairy products is national in 
Character and that the price of milk or butterfat used in the different 
products noted above in any particular area is closely associated with 
the price of milk so used in any other area. 


H. Relationships between the price of milk used in different 
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products . 


AS Was pointed out in B above, the supply of milk is markedly 
interchangeable between uses in the case of milk produced for manufac- 
turing purposes and to a lesser extent between fluid milk and manufac- 
turing milk uses. This factor operates to establish close relationships 
between the price of milk in different uses, in the country as a whole, 
aS well as within areas. (See Figure 4.) Thus, although the price of 
milk produced for use as fluid milk is eenerally higher in any particu- 
lar area than the price of milk produced for use in manufactured dairy 
products (for the reasons advanced in sectian B and section C), and 
therefore the market for fluid milk in any particular area may be con- 
sidered as a local market, the price of milk produced for use as fluid 
milk varies with the price of such milk in any other area and also 
Varies with the price of milk produced for use in manufactured dairy 
products, both for the country as a whole and in the different sections 
of the country. 
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Part it t 


THE PRICE STRUCTURES FOR MILK WITHIN 4 MILE SHED 


The terms under which milk is sold vary widely between markets. 
In some markets, usually small markets located within a surplus area or 
with few or no sanitation requirements, producers receive the same 
price f.o.b. the market for all milk, regardless of whether it is used 
for fluid miik, cream or manufactured dairy products. In other markets, 
while producers receive the same price for all milk sold, this prices 
a weighted average price which is computed by adding torether the value 
of milk sold to distributors in accordance with a schedule of the 
prices for milk used for various products, and dividinz the total sum so 
computed by the total volume of sales to distributors. In still other 
markets, producers receive two or more different prices for different 
portions of the milk which they deliver, a weishted average price for 
that portion of their milk sold as fluid milk and cream, and a lower 
price on the remainder, which is used in the production of manufactured 
dairy products. Again, producers may receive one price for that portion 
of their milk sold as fluid milk, another price for that portion sold as 
fluid cream, and still another price for that portion which is used in 
the production of manufactured dairy products such as butter, evaporated 
milk and cheese. 


In this section, the relationships between the prices of milk 
used for different purposes f.o.b. city, and the farm price structure 
arising therefrom, are examined in some detail. 


A. The price structure; uniform quality requirements - central- 
digg processing. aj a ee : 
For purposes of presentation, the price structure is examined 
in a hypothetical market, wherein factors operating to establish a dif-. 
ferentiation in the prices of milk used in the production of different | 
dairy products are assumed to be non-existent. One by one the factors 
operating to establish such differentiation in the prices of milk used 
in the production of different dairy products are considered, and thus 
the analysis of the price structure progresses from that of the highly 
Simplified hypothetical market toward thet of the most complex type of 
market. For purposes of analysis, therefore, it is assumed that: 


1. There is a freely competitive market. 


2 Local delivery costs and labor are the same for all 
classes of product. 
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3. There is no variation in the volume of milk consumed in 
different forms. 


4. All milk, whether sold to consumers as fluid milk or 
other dairy products, is of uniform quality. 


5. All milk is brought to the city in fluid form, there to 
be processed into the various dairy products. 


6. There is no variation. in the volume of: milk sold per farm 
from day to day. 


Under the conditions noted above, it is obvious that producers 
would receive the same per unit price for all milk brought to the market 
Since each unit of the supply is interchaigeable with ‘every other unit. 
This would be true regardless of whether the milk were sold to the consum- 
er as fluid milk, fluid cream, or manufactured dairy products. 


However, it is well recognized that the butter. and.other manu- 
factured dairy products equivalent cf a unit of milk can be transported 
long distances at very low cost per product equivalent of a unit of milk 
as compared to the cost of transporting a unit of milk the same distance, 
and can be kept in storage for a relatively long period of time without 
appreciable deterioration in quality. Manufactured dairy products are 
composed largely of milk solids, or, stated differently, they are composed 
of one or more of the constituents of milk concentrated to a very much 
greater degree ‘than in whole milk. Thus it is more economical to produce 
the finished product, such as butter, cheese, etc., at a distance from the 
market and transport the finished product to the market, rather than to 
transport whole milk to the market and there process it into the finished 
product (unless, of course, the demand for all the products of milk in the 
market can be satisfied from the volume of milk produced in the area 
immediately surrounding the market). For example, one hundred pounds of 
butter contain approximately &0 pounds of butterfat, and one hundred 
pounds of 5.5 percent milk contain 3.5 pounds of butterfat, Assuming that 
transportation costs per one hundred pounds of product are equal, the cost 
of transporting butterfat in the form of butter and in the form of 35 per- 
cent cream would be about 1/23 and 1/10; respectively, of the cost of 
transporting butterfat in the form of milk. The reasons given above 
suffice to explain why manufactured dairy products are produced, in many 
cases hundreds of miles from the market, \jand shipped to the market in 
finished product form rather than beins shipped to the market in the form 
of fluid milk and there processed into thé finished product. 
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For the purpose of considerins the manner in which the trans-— 
portation factor affects the price structure for milk within a milk shed, 
the Preceding assumption that all milk is brought to market, there to be 
Processed into the Several milk products, is now dropped and, instead, in 
addition to the remaining assumptions noted previously, it is assumed 


Heated 1. A411 the milk which is produced within 100 miles from the 
market ‘is nhecded to satisfy the demand for fluid milk, 


. 2. All the milk which is produced in the area between 100 and 
150 miles from the market is needed to meat the demand for fluid cream, 


Se. ALT the milk which is procuced within the area between 150 
and 200 miles from the market is Nesded to meet tae demand for evaporated 
milk, ’ . 


4. All the milk which is produced within the area between 200 
to 400 miles from the market is required to mest the demand for butter. 


De Transportation costs vary in direct proportion to distances 
at the following rates Per unit per mile: 


(a) Whole milk ~ 1 cent per hundredweight. 


(b)° The cream equivalent of 100 pounds of 3.5 percent milk 
naa (Bh Abe cent. 


(c) The evaporated Milk wquivelent of 100 pounds of 3.5 
percent milk ~ O21 Gent. ; 


(d) The butter “quivalent of 100 pounds of 3.5 percent 
milk --.05° cent, 


6. The farn value of stim milk exactly equals the eost of sep- 
arating cream from milk, 


(en NOt Oh: city values of the butter equivalent of 3.5 per- 
cent milk (it ig assumed that the OV -r-run is necessary to cover the many- 
facturer'ts margin) is #1.00,. 


Under the above assumptiions the f.o.b. city prices that must be 
paid for milk in order to secures Ghe volume necessary to meet the demand 
for milk, as well as the f.o.b,. Ciity prices that must be paid for the 
cream equivalent and evaporated mili equivalent of 100 pounds of milk to 
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meet the respective demands, can be readily computed. Thus, with the 
f.0.b. market price of the butter equivalent of 100 pounds of 3.5 percent 
milk at $1.00, the farm price of 100 pounds of milk which is converted to 
butter at a point 400 miles from the market is 431.00 less the cost of 
transporting the butter equivalent of 100 pounds of such milk to the mar- 
ket, or 80 cents ($1.00 ~- (400 X #.0005) = $.80). At a point 200 miles 
from market the farm price of milk used for butter is 90 cents ($1.00 - 
$,10 transportation costs — 3.90). If milk is to be used in the produc- 
tion of evaporated milk at a point 200 miles from the market, the farm 
price of such milk must be 90 cents per hundredweight or else farmers will 
sell their milk to butter manufacturers rather than manufacturers of 
evaporated milk. The f.o.b. city price of the evaporated milk equivalent 
of 100 pounds of 3.5 percent milk will be the farm price of 100 pounds of 
3.5 percent milk at a point 200 miles from the market, plus the cost of 
transporting the evaporated milk equivalent of such milk to the market, or 
$1.10 ($.90 + $.20 = $1.10). Similarly, the farm price of milk used to 
produce cream at a point 150 miles from the city must be equal to the farm 
price of milk used to produce evaporated milk at that point, else farmers 
will sell their milk for use in evaporated milk rather than cream, and the 
f.o.b. city price of the cream equivalent of 3.5 percent milk will be the 
farm price of such milk at a point 150 miles from the market plus the cost 
of transporting the cream equivalent of 100 pounds of 3.5 percent milk 
from that point to the city, or $1.25 ($.95 farm price at 150 mile-point + 
$.30 transportation costs to market =< $1.25). Similarly, the f.o.b. city 
price of 3.5 percent milk will be the farm price of milk used for cream at 
a point 100 miles from the market plus the cost of transporting fluid milk 
to the market, or $2.05 ($1.05 farm price at 100 mile-point + $1.00 trans- 
portation costs to market = #2.05). 


Therefore, under the conditions assumed the prices for milk and 
milk products. f.0eb, city would be as follows: 


1. Fluid milk - $2.05 per hundredweight. 


2. The cream equivalent of 100 pounds of 3.5 percent 
milk - $1.25, 


3. The evaporated milk equivalent of 100 pounds of 
3.5 percent milk = $1.10. 


4, The butter equivalent of 100 pounds of 3.5 percent 
milk =~ g1.00 (assumed, but of course a different 
price f.o.b. the market for the butter equivalent 
of 100 pounds of 3.5 percent milk would be associ- 
ated with different prices for the other milk 
products than those computed above), 


Under the conditions assumed it is also obvious that milk would 
not be shipped to the city to be processed into the several dairy products 
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(excent in case of error or lack of <nowledge with respect to the most 
profitable channel of disposal,’ waich ‘is not possible under the assump- 
tions set forth), Prices in the city would be quoted for milk, cream, 
evaporated milk and butter. All milk brought to the CLLy ona command 
one price, cream another, etc. Thus, there would be no differentiation 
immitkiprices £.0.b. city. - EAD iar 


_° The farm price for milk at any given point within any partic- 
ular zone is, of course, equal to the farm price of milk at the outer 
edge of the zone plus the difference between the cost of shipping milk 
in the particular form to the market from the outer limit of the zone 
and the cost of shipping such milk “from any given: point within the zone. 
The farm price structure for milk tht would-obtain under the conditions 
set forth above is shown in'Figure‘5. Ca Me ee 
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ized processins. ie UR A eds WE ela ; 
If the assumption thet cll milk is of uniform quality is dis- 
carded, and it is assumed ‘that the quelity requirements’ for milk used in 
the form of fluid milk and ‘crean are higher than ‘those’for milk used in 
the production of evaporated milk and butter, then the type of market 
under analysis-is somewhat more comparable.’ Ms the ‘rather te sx type of 
milk market now obtaining in many tepback urban areas. ~ : 


Sanitation réquirements vary’ Lorena between milk rare 
Usually, the requirements cover! such items of sanitation as periodic 
veterinary examination of cows, cleanliness of cous, cleanliness oT dairy 
barns in addition to specifications with respect to. the type of flooring, 
light, etc., specifications with respect to the type and care of the milk 
house, cleaning: and cure of: utensils, « and rules:.and regulations pertaining 


to milking and handling of the milk. : Pare ty ck E | Civ enrsner 


It should be obvious that tha sanitation requirements under 
Which milk for fluid milk and cream is produced, which in by far the 
larger nuniber: of: cases: are more stringent then the sanitation require- 
ments under which milk for manufacturing purposes-is produced, operate 
to increase the cost of producing milk for use 6s fluid milk and cream 
relative to ‘the’ cost of produeing milk for manufacturing purposes. Thus, 
over a period of time, the supply price PVof a given :-volume of milk used 
for fluid milk and cream will be somewhat higher than the supply price of 
the same volume of milk used for mamifacturin * purposes, other factors 
remaining constant. Of course, the averérence between the supply prices 
of milk produced for use in different.products in any milk supply area, 
other factors being the same’, will. depend upon the differences in the 
sanitation requirements applicable to milk produced for.use in the dif- 
ferent products. If it were assumed that sanitation requirements raise 


3) Thé price that’ must be paid “in order that a “‘eiven 1, volume or milkor 


the desired quality ba forthcoming. 
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the supply price of milk for use as fluid milk and cream 20 cents per 
hundredweight per farm above the supply price per hundredweight for milk 
used for manufacturing purposes, the price structure under the assumed 
conditions would be similar to that set forth in Figure 6 (a position 

of stablé equilibrium is assumed, so that the f.o.b. city prices that 
prevail, and the farm price structure arising therefrom, are normal sup- 
ply prices). 


_ Under the conditions assumed, the prices for milk and milk 
products f.0.b. city would be as follows: 


1. Fluid milk - $2.25 per hundredweight. 


&. The cream equivalent of 100 pounds of 3.5 percent 
milk - $1.45. 


3. The evaporated milk equivalent of 100 pounds of 3.5- 
percent miik — $1.10. 


= 19 & 


oor 


Hi 


“AVEMO UNV WIIN CINTA YOM SNOILVINOTA NOLLYLINYS ANY 
HUNLONELS ELVA NOLLVIMOdSNVEL FHL AG CHNINGALAC SV Sionadoud 
AMIVE CHIGIONdS YOS FHNLONULS WOME WIVA ANY SaNoz NOTLONGOUd .- °9 RAND 
SSTIN Ul JoNTeW WOT, soweqstg 
ee & ee, Gt pot. Same 


€ i 


oS 
ATTA FO sotag wieg 
: RRNA ets a Wi 
*SUOTYeTRFeI UOTYeATUeS = hoo°t 


SUTASeuU FO 4SOD TOACO 04 KLzessaoeu UnTWe Ig 


d 
suogZ UCTZONpoTg 19q44qng [ ag ee 
O4° 
SUOZ UOTJZONPOIgG ALT peyesodeag 
eucz uoT{AONpoOIg weesy 
Oar 
d 
= 
Su0Z UOTJONpPOLg ALI PML eels : 
0S*e 
*4m0 rod 
SIST TOG 
- a, 


“£'O'H 


¢ FO spunog OOT FO yueTeatnby” 


gonporg petstToeds Log seotig youre 


MTIN JUSOZeg G° 


4. The butter equivalent of 100 pounds of 5.5 percent 


In Fieure 6, the line PP represents the farm price of milk 
used for fluid milk and cream; the line AM the farm price for milk used 
in the production of evaporated milk and butter. It should be noted 
that as yet no factor has been introduced that will operate to establish 
different prices for milk f.o.b. the city. Under the assumed conditions, 
all milk produced within a particular zone will be used in the production 
of the same product. Thus, no milk will be shipped to the market as milk 
from the cream zone,-etc. Stated differently, there wili be no differ- 
entiation between the price of milk based on the form in which such milk 
fa sola f.0.b. city. Also, no factor has been introduced that will oper- 
ate so that individual producers will veceive different prices for dif- 
ferent portions of their milk. Producers within each zone Wild. aoe aly 
of their milk at ons price. Farm orices in a particular zone will vary 
as transportation costs from different points in the zone to the city 
vary, and will vary between zones oecause of differences in transporta— 
tion costs of milk and the product equivalent of milk, and because of 
differences in cost of producing milk engendered by differences in the - 
sanitation regulations applicable to milk and milk products. 

4/ 


D. The price structure as affected by type of transportation. 


It should be emphasized that the foregoing treatment of the ef- 
fects of the transportation rate structure and sanitation requirements 
on the price structure for milk has been greatly simplified for purposes 
of presentation. Variations in the transportation rate structure and 
sanitation regulations from those assumed bring additional complexities 
into the price structure. 


One of the assumptions on which this analysis has been based so 
far is that transportation rates vary according to distance and weight 
only. However, several factors influence transportation costs, the, 
more important of which are typs of transportation (truck, tank car and 
railroad), complementary services, topography of country, volume, labor 
eonditions, gasoline and truck costs, and local transportation arrange- 
ments. Some attention will be given to the effect of these various 
factors on the price structure and size of sheds for the different types 
of dairy products. patos eae aia 
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4/ This section is based largely upon a report prepared by Dr. J. Me 


Tinley, formerly Principal Agricultural Economist, Dairy Section. 
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1. ‘Type of Transportation, From points relatively close to 
a markct, producers frequently find it advantageous (or less costly) 
to transport their own milk. to the city. Many producers use small 
trucks to transport feed, implements, etc., from the city to their 
farms or from one part of the farm to another and find it convenient 
to take their milk direct to a city plant. The farmer or a member of 
his family operates the truck and vecause of proximity to the city can 
reduce operating costs per ~~ cwt.-mile to a very low figure. However, 
as distance from the city increases, operation of a small truck per 
hundredweight milk increases rapidly. A large load becomes more cco- 
nomical so larger trucks are used. Few farmers have sufficient milk 
to supply a load for a large truck, so either a distributor, a private 
azency (hauler) or & cooperative association operates a truck and col- 
leets milk from several farmers. 


After a certain distance varying between, say, ten and sixty 
miles, depending upon the topography, density of supply, etc., truck 
transportation becomes too expensive per hundredwcight mile. It is 
expensive to operated a large truck (or truck and trailer) over country 
roads especially as production often becomes more scattered as distance 
from a city increases. 


Under these conditions, milk is usually hauled by producers or 
by truck to a centralized country assembling point, cooled and loaded 
into a tank truck and hauled into the city. Also, there are definite 
limits to the distance from thich milk can be hauled by tank truck. 
In some of the larger markets, milk is collected at country stations 
and cooled, and then shipped by train to the consuming center. In a 
few Detannos. milk is processed and bottled at a country point and 
shipped into the city for distribution. 


In Figure 7 are shown, hypothe Nt ee the transportation costs 
on milk into 4 Large consuming center. S/- For the first ten miles, 


‘milk producers will haul their own milk, the lowest cost being five 


cents a hundred pounds (zost of which is for handling costs). The 
total cost rises as distance from the consuming center increases, but 


‘after about fifteen miles, costs rise very rapidly. There is a zone 


in which milk may either be handled by the producer or by truck. From 
about twenty miles, however, it becomes more economical to haul by truck. 
This is probably true up taebout seventy miles. From seventy to ninety 
miles is another zone of indeterminatcness in which milk may be hauled 
cither by truck (in cans) or assembled and hauled in tank truck. 
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1B / The variations here discussed are not considered in later Figures. 
Therefore, a different set of rates has been assumed, under which 
the differences in ratcs have been magnificd. 
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Local Hauling Or By Truck 
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From ninety to one hundred and fifty miles, milk will be hauled - 
in tank trucks, but for zreater distances the time of hauling and load 
limitation would tend to make it more economical to assemble milk at a 
country plant and transport milk to city by train. There is a zone of 
indeterminateness from 150 to 180 miles in which milk may be hauled 
either by tank car or by railroad. 


These distances would vary from market to market depending upon 
topography, state of roads, density of supply, reletive costs of diffcr- 
ent methods of transportation, stc. car 


Transportation rates are commonly set on the basis of zones, 
under which rates, instead of increasing directly in proportion to dis- 
tance, increase in a series of steps as is show in Figure 7. 


2. Complementary Services. Trensportation rates usually include 
some elements of cost other than mere hauling. Milk has to be loaded 
and unloaded, iced or refrigerated. Tuese are usually more or less fixed 
costs and do not vary with the length of haul. Thus the longer the dis- 
tance hauled the lowor these costs become per mile, resulting in a tend-= 
ency for transportation rates per unit to decline as distance increases. 


There is somewhat greater risk in heuling milk than in hauling 
butter -- milk has to be handled with moré care and speed. For this 
reason a particular transportation agency may charge a higher rate for 
hauling an equal volume or weight of fluid milk than for butter or evap- 
orated milk. 


%. Rute Schedules. Many transportation azencies, especially 
railroads, do not arrange their rate schedules. by miles, but by zones. 
It is thus possible that the rate will be the same on milk hauled 101 
miles and 120 miles. 


4, Topography of Country. Transportation costs per mile are 
usually somewhat hisher in mounteinous and hilly country than in flat; 
level country. ‘nis is due to the fact that more fuel is consumed, 
fuel costs are themselves high, there is more strain on vehicles and 
speed is greatly raduced. The condition of the roads is also important. 
Narrow, winding roads ereatly reduce the speed of trucks and to a certain 
extent regulate the type of trucks that can be used. 

5. Vulwae of Milk. ‘Yusre dairies are small and scattered, tno 
eosts of collecting milk are considerably higher than where production 
is more concentrated. Frequent stops to pick up small quantities of 
milk and a long distance between stops materially increase hauling costs. 
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Railroads usually charge different rates, depending upon whether the 
commodity is hauled in carlot or less than carlot units, t 


6. Labor Conditions. An important part of hauling costs is 
the expenditure for truck drivers and mechanics. tI cities where labor 
is cheap, rates may be somewhat lower than where wages are high. 


?. Gesoline and Trucks. The prices of gasoline, oil, trucks 
and spare parts vary conside ably in different parts of the country. 
This may have a material influence on hauling. costs in different local- 
LbLGS!. 


8. Control of Hauling. In some markets, all transportation is 
handled by one agency or by not more than two or three azencies. This 
reduces overlapping of routes to a minimum and should result in lower 
unit operating costs. In other markets, each producer or each distribu- 
tor undertakes to make his own hauling. arrangements. In such markets, 

a great deal of overlapping may occur. Hfficient use is not made of 
transportation facilities, and consequently rates will tend to be higher 
than where there is centralized control of hauling. 


The foregoing serves to indicate some of the factors that affect 
the transportation rate structure for milk. 


E, The price structure as affected by the type of sanitation 
regulations. 


Some of the factors that must be taken into account in de- .- 
termining how sanitation requirements affect the vrice structure for 
milk in different milk sheds and for a particular shed are as follows: 


(1) The sanitation regulations in foree in the milk shed. 
sanitation regulations are much more stringent in some markets than in 
Others. There is, thercfore, no possibility of developing a generally 
applicable cost figure which could be applied to the price structure for 
milk within a partioular markot and used in the practical dutermination 
of milk prices within a particular milk shed. 


: (2) The eost of mocting sanitotion regulations, even though 
the regulations are the same in somo markets as in others, may be wide- 
ly different. Labor and matorial prices may vary materially between 
different markets, so that, even though the regulatious may be exactly 
the same between particulir imarxets, the cost of meeting the sanitary 
regulations may vary materially. : aia « 


(3) In addition, health and senitation regulstions may be 
of such nature as to permit only those producers located relatively near 
the market to qualify us fluid milk producers. For example, the imposition 
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of a regulation requiring that fluid milk shall be delivered to the cone 
sumer within a given nuniber of hours from the time it is praduced would 
automatically set a maximum. distance. over which milk could bé trans- 
ported and might reduce materially the area from which fluid milk could, 
be shipped to the market. In this case the price for fluid milk would 
increase until consumption was reduced, or until production within the 
area was increased, or both, to the point where the market, would just 
use the milk produced within. the new zone. This, of course, would in- 
crease the price spread between fluid milk and the product equivalent of 
milk used in other dairy products f,0,b. the marke#, and would increase 
the farm prices of fluid milk relative to the farm price of milk used in 
the production of other dairy products, 


Also, sanitation regulations may not increase the costa of meeting 
the sanitation regulations by the seme amount per unit of product. on all 
farms, Some farms are better equipped than others and hence have smaller 
additional expenditures to meat requirements, Large dairies can ordinar- 
ily utilize equipment more eccnomically and, therefore, their cost per 
unit for milk houses, cooling equipment and other outlays commonly 
required by health and sanitation regulations is lower. Such dairies 
have their competitive position Lnproved by the raising of inspection 
requirements snd may increase their production. Others may tend to shift 
to cream, or butter production, rather than make the additional outlays 
necessary. Depending upon these effects on supply, zones from which the 
various products are shipped. to the market may be either enlarged or 
reduced by the imposition of or changes in the sanitation: regulations. 


While this discussion of the price structure has been. developed 
entirely in terms of transportation vosts ahd costs of meeting health and 
sanitation requirements, it should by apparent that variations in costs 
resulting from other causes will wor.: out in practically the same manner. 
The important distinction is between hhe effects on the price structure 
of those costs which very with distante from market, as does transporta- 
tion, and costs which.are likely to be rather uniform regardless of | 
distance from the city. The influence of each of these types upon the 
price structure for milk is illustrateo in ea general manner by this 
analysis of transportation costs and costs of meeting health and sanita-~ 
tion regulations. 54 


Variations between farms, such as those due to available equip- 
ment, type and condition of herds, type of land, labor supply and even 
personal preferences, will. partially determine which farmers will 
produce milk for the various uses, Also the relative significance of . 
these latter factors becomes greater as class differentials become 
smaller near the boundaries of zones. ‘Therefore, their principal effect 
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is ta eayse.the boundaries hetween the areas in which the several classes 
are produced to be. less, clearly defined thai would be indicated by «the 
simplified. example set: forth, in the analysis: 


Sea Also, there are higher sanitation regulations for fluid milk 
than for cream in some markets.’ This operates to establish higher 
supply-prices for milk produced for use as fluid: milk than ae milk pro- 
duced, for use as fluid cream. 

“he foregoing serves t9 indicate in a gcherdl* way the manner in 
which. sanitation regulations affect-the price structure for milk within 
a milk shed, and how differences in the sanitation regulations na affect 
the price prea das in different milk sheds. 


Bok, The price st structure; ‘decentralized processing - uniform 
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The manner in which the transportation rate structure and sanita- 
tion regulations déffect the price structure for milk within a milk shed 
has .been set forth in some detail © ‘in the preceding pages. In order to 
approach more “nearly | the price structure for milk as it actually exists 
in many milk markets” considération will be given to the price structure 
under the conditions that prevail when the assumption that there is no 
variation in production is dropped. 


. There are ‘marked variations in the production of milk, which are 
perhaps most ‘easily classified on the basis of time ‘periods, such as day 
to day, week to week, year to year, and long time variations, There is 
some day to day ‘variation in PEQRUQ PES although this type of variation 
is undoubtedly. negligible. The seascuel variation that ‘takes place in 
milk production within most milk sheds 6/ is marked, production in the 
fall and winter months usually being much less than production in the 
spring and summer months. ‘This type of variation is due largely to such 
factors as (1). the gbheater supply of succulent feed available during the 
pasture season, (2) time of fréshening of cows, (3) inelement weather 
during the winter months, etc. In some areas, the seasonal variation 
in production is much more extreme than in-others -/ and even within the 
same area, production often shows a more marked seasonal Mette ege Lpia 
some regions than others within the area. 


Year to year changes in production are due ‘to such factors as 
(1) differences in feed production conditions that are associated gen- 
erally, with differences in weather and growing conditions, (2) shifts 
into and out of the dairy eae due ie CRP UR Soe in the relative 
6/ Ross, H. A., Cornell University, Agri. Exp. Station Bulletin No.527; 
also based on production data secured with respect to the markets 
operating under Federal milk licenses. 
ey Based on production data secured with respect to the markets oper- 
ating under Federal milk licenses. 
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profitableness of milk preducticn as compared to other types of agricul- 
tural production, (3) other factors that may operate intermittently, 
such as the imposition of a sanitary regulation to the effect that all 
milk sold in the market as fluid milk and cream must come from cows free 
from tuberculosis, which may operate to cause a marked decreasé in the 
number of milk cows within the area, reduce production within the area 
quite markedly for a short period, and necessitate a temporary inerease 
in the size of the milk shed. | 


Cyclical and: long-time changes in preduction are probably asso- 
ciated with long time trends in demand, such as ehanges in the consuming 
habits of the people, the edb, and flow of population in urban centers 
and other factors such as changing opportunity cost relationships and 
type of farm organization and operation which set ,the limits of expan- 
sion of production within a given area, etc. 


, Seasonal variation is one of the most important types of varia- 
tion in production. For purposes of presentation, therefore, the 
manner in which seasonal variation in production affects the price 
structure for milk within « milk shed is considered, with al}, other 
types of variation in production noted above held constant. ass 


_ For most milk markets the volume of milk sold to consumers as 
fluid milk and cream varies somewhat from séason to season, hut the pro- 
duction of milk varies much more seasonelly. Thus, during the period of 
low production, the production of milk within a milk shed may be just 
sufficient tn méet market requirements (an amount about ten percent in 
excess of average daily sales), while during the season of flush produc- 
tion the volume of milk produced within the milk shed is usually far in 
excess of market requirements. 


For purposes of presentation, it is assumed that (1) during the 
period of low production the volume of production within the 100-mile 
zone (see Figure 5) is equal to market requirements for fluid milk, 

(2) the sanitation regulations are the same for all milk regardless 
eof the form in which it is sceld, (3) production varies seasonally, 
(4) there is no difference between the seasonal production curves of 


individual producers, and (5) there are no variations in consumption 
there are several lines of 


cther than daily. Under these conditions, 
procedure which distributors might follow with respect to purchasing 
milk from producers, such as (1) expanding and contracting the area 
from which milk is secured inversely to the expansion and contraction 
of milk production, (2) taking all the supply of milk produced within 
a given area (wherein the supply during the period of low production 
is just sufficient to meet the market requirements for fluid milk) 
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a/ For ease in presentation, the examples used to explain certain 
points are stated in terms of fluid milk only throughout the 
remainder of this paper. The same treatment is applicable in 


a generel way to other dairy products. 
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and paying producers prices low enough to enable distributors to secure a 
high enough margin on fluid milk to cover the. losses incurred in hand- 
ling manufacturing milk during the peried when supplies are larger than 
fluid requirements, or (3) purchasing milk from producers under a price 
arrangement which encourages producers to produce an even volume of milk 
throughout the year. 


If distributors elected to secure their market requirements for 
fluid milk by contracting and expanding the area from which they draw 
their supplies inversely to the seasonal variation in preducticn, 
refusing to take the preduction of distant shippers during the season of 
lew production, the zones from which fluid milk would be drawn at differ- 
ent periods of the year would show marked difference from that shown in 
Figure 5. if, during the period of low production the volume ef milk 
preduced in the area within 100 miles of the market were sufficient to 
meet fluid requirements, the volume of milk produced within this zone 
weuld be far in excess of fluid requirements during the period of heavy 
production. For example, if the volume of milk produced during the 
peak production period were 40 percent above that preduced in the lew 
production peried, the milk shed would be markedly cont racted, avout 40 
percent in area if the density of production were constant throughout 
the area, but more than this if, as is often the case, the density ef 
milk production declines as distance from market increases. 


Assuming that the price of milk during the low preduction period 
were $2.05 f.o.b. city, and the farm price structure the same as that | 
indicated in Figure 5, the f.o.b. market price during the period of 
high production would be less than the f.o.b. market price during the 
season of lnw production by an amount equal to the saving in trans- 
portation costs involvad in securing the supply of milk closer to the 
market during the flush period, and would vary between these limits 
during the year, depending upon the extent of the area wherein the vol- 
ume produced was needed to meet fluid requirements. The farm prices 
would vary in the same manuer, being equal to f.o.b. market prices less 
the cost of transporting milk to the city. 


There are several factors, however, that aperate to cause dis- 
tributnrs to secure their milk from the same area throughout the 
year, rather than expanding and contracting the geographical scope 
of their operations to secure only that milk needed to meet fluid 
milk requirements It is a matter of grave concern to the distributor 
that he be Pie sae of a volume of milk sufficient to meet his market |. . €) 
needs. Therefore, the risk involved in dropping a source cf supply 
during the season of flush production, when it is practically certain 
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that that source will be needed during the’ season of low production, is 
a factor operating to check such action, since the distributor can 
never be certain that some competitor will not immediately furnish the 
shippers he dropped with an outlet for their milk, thereby forcing him 
to seok even more distant sources nf supply during the seascn of low 
production. ies Fe yeas 


Another factor sf importance in this connection is that related 
to the costs of procuring milk froma rather constant area, as compared 
to the cost of procuring milk from an area that varies markedly through- 
out the year both in geographical extent, and the number of individual 
sources of the raw material. It undoubtedly costs less to procure milk 
from an area that stays rather constant with respect to geographical 
extent and number of producers, than from an area that varies markedly 
throughout the year in geographical extent and number of producers. 
Some of the savings are: (1) there are fewer field men needed ta con- 
tact producers and secure their patronage, (2) bookkeeping and. office 
expense is lnwer due to the fewer number of producers far whom accounts 
must be kept, statements must be prepared, and to whom payments must be 
made, (3) fewer laboratory tests have to be made; resulting in savings 
in laboratory technician labor costs, laboratory supplies, ete., (4) 
fewer individual containers have to be handled, involving savings in 
receiving labor, can washing, and sampling, and (5) there is less cost 
involved in furnishing various services to producers. It appears, 
then, that distributors can afford tq pay producers a premium for even- 
hess of production, so that they may, through the payment of such 
premium, secure the volume of milk needed by them to meet their fluid 
milk requirements from an area smaller in extent geographically, and in 
numbers of individual sources of supply, rather than securing their 
supply from an area that contracts and expands markedly as production 
decreases and increases seasonally. . The amount of the premium distrib- 
utors can afford to pay in this connection is the difference in the 
costs of procuring their milk supply from an area that remains practi- 
cally constant in geographical extent and in number ef individual 
sources of supply, and the cost of procuring milk from an area that 
varies markedly in geographical extent and the number of producers 


from whom milk is purchased. 


There is another factor that exerts a tendency tna cause the dis- 
tributor to pay producers a- premium for evenness in production. It has 
been pointed out previously that a yolume of. milk perhaps 10 percent in 
excess of average daily sales must be brought to market to meet daily 
variations in the rolume of milk sold to consumers as fluid milk. [In 
order t% handle this volume »f excess milk, which might be termed the 
Gaily operating reserve, the distributor has to integrate a by-product. 
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enterprise with the main enterprise, or find some other channel of dis- 
posal. However, as far as this operating reserve is comeerned, it is 
cf such constant volune? that efficient methods of disposal as manu- 
factured preducts can be develeped. It is the marked variation in the 
seasonal excess and the difficulty of handling it efficiéntly that is 
en important factor in leading distributors to endeavor to secure a 
more even volume ef supplies. -This arises because more efficient 
methods of handling the excess can be develceped when the supply is con- 
Stant than when it varies markedly. Thus, during the seasen of flush 
productien the distributor has to conyert te other uses, cr someone 
else does it in his stead, a volume of milk that may be severel times 
as great as the velume sa converted during the season ef low production. 
This may he demonstrated Heinle reference to some assumed figures, as 
follows: hy 


1. The volume of milk sola daily as fluia milk throéughcut the 
year is 10,000 pounds. 


| @. The volume of milk brought to market is 11,000 pounda (10 
percent of average daily sales needed to meet daily variations in fluid 
milk sales) in the season of low production and 14,000 pounds during 
the season of flush production. 


The volume of milk that is diverted tc uses other than fluid 
milk is therefors 1,00 pounds per day during the season of low produc- 
tion and is 4,000 pounds per day during the flush period, or 3,00C 
Pounds greater than during the low period. This is entirely a seasonal 
excess (S,C0O pounds of the 4,000) and represents an increase in the 
Output of products other than fluid milk of 300 percent, Of course, 
under actual conditions, the increase in the volume of milk diverted te 
uses ether than fluid during the flush seascn will be dependent upon 
the actuel seasonal variatien in production, which will, in seme cases, 
te greater, and in other cases less, than indicated in the above 
example. is 


The seasonal excess ih production therefore raises serious 
questions as to hew it may be handled efficiently. It undoubtedly 
costs far more te handle a volume ef excess milk that fluctuates 
markedly from season to season, as does a seasonal excess, than it 
Cests to handle a velume of excess milk that remains rather constant 
from season to season, This is due to the fact that equipment, and 
in many cases labor, must be available to handle a peak load far in 
Sxeess ef the load during the perisd of lew production when enly a 
small velume of milk, equal to about 10 percent of average daily sales, 
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oO). Assumed, but practically all available data indicate: that it is 
actually quite constant, | 


~ 31 - 


is converted to uses other than fluid milk. The distributor, therefore, 
can afford to pay a premium for evenness of production in additicn to 
that already noted, the size of the premium being appreximately equal 
to the difference in costs involved in handling a constant volume of 
excess (the operating reserve) as compared to handling a widely fluc- 
tuating volume of excess milk (the séasonal excess). 


The foregoing indicates that distributors are able to pay a 
premium for evenness in production. It appears that it would be a. 
matter of indifference to distributors whether they paid a given sum 
of money, including premiums for evenness of supply, to secure a par- 
ticuler volume ef milk, or paid a sum of money about equal to the former 
for a similar volume of milk, the latter sum, however, being paid partly 
to producers delivering an uneven volume of milk, and partly for extra 
costs involved in procuring milk from an irregular area. In the former 
case, the farmer gets a higher percentaze of the total volume ef money 
expended for milk purchases and operating costs by the distributor than 
in the latter case, but total costs to the distributor remain about the 
same. It is probable that it is a matter of indifference to distribu- 
tors whether they pay out.a giyen sum of money in the one manner or the 
ether. If distributors elect to secure their milk supply withcut pay- 
ing producers a premium for evenness in production, it is evident that 
the seasonal variation in producers prices would be quite marked. 


It is, obviously, more econemical to secure milk that is to he 
sold as fluid milk frem sources near the market and to process the 
seasonal excess into milk products other than fluid milk at points 
outside the area wherein preduction is just necessary to meet fluid 
requirements, since the cost of transporting the fluid milk equivalent 
of manufactured dairy products from any given point is much greater 
than transporting such products to market in finished form. Of course, 
the extent of the saving will.depend upon the size of the area and the 
like. Thus, during the period of flush preduction, fluid milk would 
be drawn from a point much nearer to market (depending upon ‘the 
seasonality in praéduction and relative density ef production through- 
out the area) than during the seasen of law preductien, F,o.b. market 
prices for fluid milk during the year would vary directly with differ- 
ences in costs of transporting milk from different points within the 
area. Thus, if milk is transported only 50 miles during the flush 
periad and 100 miles during the low peried, f.o.h. market prices, 
assuming transportation costs of 1 cent per hundredweight per mile, 
would vary within a 50-cent range during the year, being 50 cents 
higher during the pericd of lew production than in the peried ¢f high 
production. Farm prices would vary in the same manner, being equal 
te f.o.b. market prices less transportatien costs. 
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If, however, milk is brought to the market in fluid form and is 
then diverted to more concentrated forms such as cream, evaporated 
milk and butter, the product equivalent of such milk will sell at 
prices f.o.b. the market equal to the price at’ which the product can 
be shipped to the market from distant areas... Thus, if the butter 
equivalent of milk can be brought to the market from distant sources 
for $1.00 f.0.b. the market (farm price plus transportation costs on — 
the butter equivalent of 100 pounds of milk), the butter equivalent of 
milk brought. to the city in fluid form will sell for only pl.OO0 f.0.b. 
the merket. The farm price of such milk would he materially less than 
$1.00 per hundredweight. For example, if milk is shipped 50 miles and 
transportation costs are l cent per hundredweight per mile, the cost 
eof transporting a hundredweight of such milk is 50 cents. If the 
product equivalent ef such milk sells fOr fl AGO f.o.b. the market, 
then the farm price of such milk would.;be 50 jcents.cOfscoursierm 
such milk is shipped any great distance as fluid milk, the product 
equivalent f.o.b. the market may not sell for enough to more than 
eover transportation costs from the farm to the market. Therefore, if 
milk is shipped to the market in fluid form for any appreciable dis- 
tance and then converted to more concentrated products, farm prices 
for fluid milk are decreased appreciably. Under these conditions the 
seasonal variation of prices paid producers would be much more pro- 
nounced than that obtaining under the conditions treated previously. 


G. The price structure, decentralized processing, special qual- 


ity requirements for fluid milk — variations in production. 
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The seasonal variation in prices to producers would be even 
more marked than under the conditions treated previously if there were 
higher quality requirements for milk produeed for use as fluid milk 
than for milk produced for use in other products. 


This can be demonstrated quite readily by reference to the 
following example wherein it is assumed that (1) distributors bring to 
the market only that milk needed to meet. their fluid requirements, 
which are assumed to be constant; (2) the area from which the fluid 
milk is drawn is contracted and expanded inversely to the seasonal 
veriation in production; (3) distrfbufors contract with producers to 
take their iailk only for the periods wherein it is needed (obviously, 
under this sort of an arrangement the milk of some producers would 
ke used as fluid milk all of the time while that ef others would be 
so used at only certain specified Seasons in the year); (4) the cost 
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of meeting sanitation requirements, if all milk were sold as fluid 
milk during the year, would be 20’ cents per hundredweight per pro- 
ducer; (5) the alternetive farm value of milk sold for any other pur- 
pose is $1,00 per hundrecweight; (6) transportation costs vary uniform- 
ly with distance, at one cent per hundredweight per mile; (7) during 
the season when the milk of producers in outlying areas is not needed 
for fluid milk uses, there are plants available for manufacturing it 
into other dairy products. 


Under these circumstances the total yearly cost of meeting 
fluid milk requirements for outlying producers, or, rather, for those 
producers who sell their milk as fluid milk for a short period during 
the year, would have to be covered in a much higher farm pric for 
the months during which they sell their milk as fluid milk.=—/ Under 
these assumptions, a producer selling his milk as fluid milk during 
the entire year would incur only 20 cents per hundredweight addition- 
al expense for meeting sanitation regulations. On the other hand, the 
producers who sold milk as fluia milk one month of the year would incur 
equal expenses, over the entire year, Or approximately twelve times as 
Sreat per unit for the month during which such milk is sold as fluid 
milk. Thus, during the season of low production the farm price must 
be sufficient to cover, during one month, the entire cost of meeting 
Sanitation regulations for the entire year, which, in the assumed case, © 
vould amount to approxinately $2.40 per hundredweight above the alterna- 
tive use valuc for milk at the farm. The oporation of this factor is 
depicted graphically in Figure 6, 


Under these assumptions the f.o.b. city price (farm price plus 
transportation costs) ranges from €2.20 per hundredweight during the 
month of high production to $4.95 per nundredweight during the month of 
low production. If, as assumed, distributors purchase a uniform quantity 
of milk per month, the weighted average price would be approximately 
$2.90 per hundredweight. If, hovever, production within the area within 
100 miles of the market (see Figure 8) were uniform from month to month 
at a level equal to production during the month of high production 
obtaining in the example set forth above, the f.o.b. market price through- 
out the year would be $2.20 per hundredweight as compared to the weighted 
average price of $2.90 per hundredweight prevailing under the conditions 
as set forth in the previous example. If, therefore, the distributor 


10/ Of course, part of the expenses of producing milk in conformance 
with the sanitation regulations is fixed, and part of them is vari- 
able. This introduces an additional complexity, and probably oper- 
ates to change the seasonal price curve from that set forth in this 
analysis. However, it does not appear necessary to develop this 
point further for the purposes of this paper, 
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focused upon conditions more nearly in accordance with those that pre 


pe 


could procure his milk prec from producers who produce a constant 
volume of milk throughout the year, it is to his best interest to do SO, 
since he could secure his milk supply for less total cost then would be 
the case otherwise. eva 


It should be noted that the marked seasonal variation in prices, 


which in any particular market would be different from that set forth 


above, depending upon the degree to which conditions in the market and 
the supply area vary from those assumed in the example, would in time 
be partially corrected by producers within the area changing their sea- 
sonal output curves in order to sell a larger volume of milk during the 
period when prices are seasonally high. However, it would be greatly 
to the advantage of some producers to shift their seasonal cutput 
curves, and little if any to others, depending upon the type of farm 


organization and operation followed by cach. 


It has already been indicated that distributors can afford to pay 
producers in such a manner that evenness in production is encouraged, 
due to the economies in procurement costs in securing milk from an area 
that is. rather constant geographically and in number of individual 
sources of supply rather than an area that varies markedly in geograph- 
ical extent and in the number of individual sources of supply. Also, 
it has been indicated that the economies involved in handling a minimum 
and rather constant volume of excess milk furnish an incentive for dis- 
tributors to pay producers in such a manner that evenness in an 
is encouraged, in addition to the incentive noted above. 

Heretofore it has been assumed, for purposes of analysis, that 


there is no difference between the Bp crctatil production curves of in- 
This assumption is now discarded and the analysis 


e- 


dividual producers, 


It is well recognized that there are marked 
differences between the seasonal production eurves of different groups 
of producers as well as individual producers. | Thus , in any parti-~ 
cular milk market there are many producers who produce tine practically 
in accordance with fluid milk necds, while others do not. 


vail in actual markets. 


ll/ For purposes of presentation and omphasis, this example has been 
exaggerated. 

12/ Lininger, F. F., Pennsylvania State College, Agricultural Experiment 
Station Bulletin No. 231, also based on unpublished data in the files 
of the Dairy Section, 
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A brief consideration of the types of distributors and pro- 
cessors Operating within any particular milk shed will now be given 
in order to bring into the analysis the conditions which, taken in 
conjunction with those set forth in the two preceding paragraphs and 
Po Part enor tanks peper, suffice to explain why milk suitable for 
consumption as fluid milk is brought to market, one part of which 
sells for one price, dnother part for another, etc., in short, the 
development of a system of class prices. 


In almost any milk market (except as is the case in those small 

_ villages and towns where practically all of the milk is distributed 

by producers) where the economy of the market has developed to the 

point that distributors have become specialized, different degrees 

of specialization obtain between distributors. Some distributors 

sell only fluid milk and/or cream, others sell only fluid milk and/or 
cream and a relatively small volume of manufactured by-products (butter, 
cheese, ice cream, etc.) and still others sell some fluid milk and cream 
and sell a relatively large volume of manufactured dairy products, 
Within the same area, other processors produce and sell manufactured 
dairy products entirely. In other words, all degrees of enterprise 
combinations are to be found, ranging from the highly specialized 

fluid milk distributor to the relatively as highly specialized manu- 
facturer of manufactured dairy products. The reason for such special- 
ization is, obviously, that the economies in organization and opera- 
tion gained’ through specialization are quite marked. This point needs 
no further proof than that evident to anyone who observes the present 
organization and operation of industry, bath agricultural and ron-agri- 


cultural. 


Under the above conditions, it may appear that it is to the in- 
terest of all fluid milk distributors and all processors of manufactured 
dairy products within a particular area to pay producers in such a manner 
that evenness in production is encouraged rather than for specialized 
fluid milk distributors to do this alone, This is true to a certain ex- 
tent. However, milk is bulky and perishable and the storage of milk is 
not economically feasible. - On the other hand, manufactured dairy prod- 
ucts can be and are stored for relatively long intervals. Thus, manu- 
factured dairy products are produced in largest volume during the spring 
and summer months and are stored until they are moved into consumption. 
This tends to even out the Seasonal variation in the prices of manu- 
factured dairy products. Under these conditions the premium that could 
be paid producers of milk for use in manufactured dairy products to en- t 
courage evenness in supply ‘would be equal to the cost of storage from 
the flush production period until the product moves into consumption and 
the savings realized in manufacturing costs then the volume of product 


en, 


produced throughout the year is constant rather ‘than VOL e alt 
addition, the supply areas of individual manufacturing plants are, 

in most cases, much smaller than the. “supply: areas of individual 

E201d mili planta so that transportation costs do not affect farm 
prices seasonally to as great an extent as is the case with fluid 
milk. Also, there arc, in many cases, few sanitation requirements 
with respect to the production, care and handling of milk produced 
for use in the production of manufactured dairy products; and, in 
those cases where there are sanitation requirements with respect te 
such milk, they are rarely, if ever, of such nature that farm pro- 
duction costs are incroased markedly Thus, sanitation requirements 
for milk produced for use in tho aE AE of manufactured products 
do not operate to increase the seasonal variation in the price sos 
such milk to any appreciable degrez, certainly, in any case, to a 
much lesser extent than in the case of milk produced for use as fluid 
milk. These considerations suffice to explain in a large measure why 


_ pricing systems pointed to encourating evenness in production have 


not developed with respect to milk produced for use in the production 
of manufactured dairy products. 


In view of the foregoing, it appears that there is a wide 
range in the incentive of different types of distributors to pay pro- 
dueers in a manner that encourages evenness in production, For spe- 
clalized fluid milk distributors this incentive is quite strong and 
diminishes in strength in relation to the diminution in the degree of 
Specialization of distributors until, in the case of manufacturers of 
manufactured dairy products, there is little incentive to purchase 
milk from producers for evenness so that cvenness in production is 
encouraged. Under these conditions fluid milk distributors will com- 
pete with each other to secure the patronage of those producers who 
produce a rather constant volume of milk throughout the year so that 
these producers become associated with specialized fluid milk dis- 
tributors. Further, producers who produce a more variable volume 
Of milk will become asceciated with less specialized distributors. 
Stated in other terms, when producers are classified on the basis 
of their relative seasonality of production, they will tend to be- 
come directly associated with distributors in accordance with the 
relation between the relative constancy of production of different 
classes of producers and the relative strength of the incentive of 
different classes of distributors to secure an even volume of sup- 
ply of the raw material, Thus, within a milk shed different pro- 
ducers will receive different prices for milk, such differences, 
after adjustments for location differences, being due to relative 
differences in the seasonal variation of production of different 
producers. Under these circumstances and providing economic forces 
have time to work out their full effects, producers who produce a 
relatively constant volume of milk througheut the year will receive 
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higher prices than those producers who produce a relatively more | 
variable volume of milk throughout the year. Furthermore, the 
producers who produce 4 relatively constant volume of milk through- 
out the year will tend to be associated with highly specialized 
fluid milk distributors (highly specialized in the sense that 

the operating unit is engaged almost entirely in the distribution 
of fluid milk), while those who ‘produce a relatively more variable 
quantity will be associated with distributors who are less highly 


specialized (in the sense noted above). 


Heretofore, no seasonal variation in consumption of fluid 
milk has been assumed. The next step in the analysis is to examine 
how (1) various factors eperate to establish retail prices for fluid 
milk at a practically uniform level throughout the year and, with 
small seasonal variation in demand, lead to the development of the 
seasonal excess, and (2) the manner fn which the bargaining arrange- 
ments between producers and distributors affect the price structure 
for milk within a milk shed. 7 
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att ee 
PART IIT 
The Utilization of Milk in a Market as Influenced 


by the 
Nature of the Demand for Milk. 


Heretofore the analysis has been developed on the assumption that 
there were no variations in the amount: of milk sold as fluid milk in the 
market from day to day and season to season, hence, granting seasonal 
variation in production, it followed that, during the period of the year 
when production exceeded consumption, a portion of the milk produced for 
use as fluid milk in a particular area had to be diverted to uses other 
than fluid milk. This assumption is now dropped, and the analysis is 
focussed upon the determination of (1) whether there are variations in 
the volume of milk sold in the market from day to day and season to 
season, (2) the factors that account for such variations, if any, and 
(3) whether such variations are or normally may be expected to be of 
sufficient amplitude to keep the total volume of milk sold as fluid milk 
in the market equal to the volume of milk produced for use as fluid milk 
in the area supplying the market, A solution of the problems noted 
above is to be found largely in a consideration of the nature of the de- 
mand for fluid milk and the manner in which milk is distributed to con- 
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When considered in light of the usual supply and demand analysis 
of the factors affecting the price of any particular commodity, it might 
be expected that retail milk prices to consumers would be adjusted or 
changed from day to day and week to week as changes took place in the 
supply and demand situation. Stated differently, if, on a particular © 
day of the week or during any particular week, milk supplies increased or 
decreased, it might be expected that retail milk prices (assuming no 
change in demand) would vary inversely to the changes in supplies, 
especially in view of the fact that milk is a highly perishable product 
and cannot be stored advantageously. 


As far as actual supply and demand conditions are concerned, there 
are relatively large day to day variations in demand 13/ and relatively 
small day to day variations in supply, Under these circumstances, it 
might appear that there would be marked variation in the retail price of 
milk from day to day. However, it is probable that this pricing proced- 
ure would necessitate a type of market organization or mechanism whereby 
buyers and sellers would meet, or through which buyers’ day to day demand 
schedules and sellers! day to day schedules of reservation prices would 


13/ This point is developed in more detail later, 
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be made know and would operate to adjust prices in accordance with the 
day to day supply and demand situation. This type of market organiza 
tion or mechanism would be somewhat analogous to the present produce 
exchanges. However, such procedure would be markedly different from 
the present procedure through which day to day retail See not only of 
milk but of many other products are. established. 


Milk is generally. distributed to consumers early in the morning, 
and numerous milk routes are necessary in order that customers be 
reached. A driver on a milk wagon cannot ascertain what the demand for 
milk will be on his route until-he has completed deliveries. Thus, as 4 
practical matter, it is impossible for him to adjust his prices in 
accordance with the demand situation as he finds it. The same consider- 
ations apply to the distributive enterprise as m whole. If the demand 
schedules of consumers on each milk route, and the aggregate demand 
schedules of consumers purchasing from each distributor and for the mar- 
ket as a whole, were known and accurately predictable from day to day, 
then the dealer could (in theory) quote prices each day on the basis of 
day to day chenges in the day to day supply and demand situation. As a 
practical matter this procedure would be extremely unworkable. The 
highly technical nature of tho annlysis that would be necessary if such 
-procedure were to be followed, the cost of such precise analysis (which 
would: probably have to be detailed enough to allow the determination 

and forecasting of the demand schedules on many, if not all, milk 
routes), and the partially indeterminate nature of the results secured 
would preclude following the procedure outlined, The only practical 
procedure is for the distributor to quote prices for a longer period of 
time, rether than to quote prices daily, This is the procedure dis- 
tributors actually follow and, under these circumstances, day to day 
variations in the demand for fluid milk (day to day variation in 
supplies sei ba negligible) are manifest in variations in day to day 
purchases by consumers at e constant price, rather than being manifest 
in day to day variations in price. 


It may appeer, when weekly snd monthly periods are considered, 
that retail prices would change in response to weekly and monthly 
changes in the supply and demand situation. However, tetail prices 
remain constant for relatively long periods, (See Table 1.) The 
reasons for retail prices remaining constant for relatively long 
periods of time, rather than being reduced so that the sensonal 
increase in the volume of milk produced for use as fluid milk which 
takes place during the summer months in most milk merket supply areas 
is moved into consumption as fluid milk, will now be examined. The 
explanation of practically constant retail prices of fluid milk is to 
be found mainly in the nature of consumer's response to changes in 
prices and, arising mainly therefrom, the sales and price-policy 
followed by distributors. 


14/ This is not to say that supplies do not chnnge from day to day, 
since there is a trend in daily supplies thet is seasonnl in 
character. However, this trend is small when considered on a 
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Number of periods during which 


retail price of milk remained 
unchanged for a year or more 
in principal milk marxets. 
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Baltimore 2 
Washington 4 
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St. Paul 2 
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Los Angeles 6) 
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1907-31 


; 1907-31 


1907-31 


1909-33 


1909-31 


> 1909-30 
; 1914-31 
1909-31. 
: 1907-31 
1909-31 
. 1909-31: 


1909-31 


o 
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ing which price 


:remained con- 
Teteny LOY a 
:vear or more is 
:of total months 


° 
° 


:in entire period 


. ° 


40.4 


11.35 


67s 4 


Tay om is 


221 


41.7 


64,9 


Based on data secured from reports of the Bureau of Labor Statistics, United 


States Department of Labor. 
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Statistical investigations have in general indicated that tho 
demand for fluid milk by. consumers is very inelastic; that is, that 
the change in the quantities of milk taken, following increases or 15/ 
decreases in price, is relatively very small. Two published studies 
for the Chiengo and New York markets indicate that, during the period 
covered by the studies, when consumers recognized the necessity for 
changes in’ the reteil price of milk, «one cent change in the retail 
price of milk per quart hed « very slight immediate effect on sales 
nnd this effect was considerebly diminished after five or six weeks. 


Evidence relative to the influence of price changes upon milk 
sales has been obtained from an examination of the milk sales by dis- 
tributors purchasing from cooperative associstions in Baltimore, Mary- 
land, Boston, Messschusetts, and. the Twin Cities, Minnesota. In these 
cities the cooperative: associations heve a considerable shsre of the 
business of the market and changes in their sales “re no doubt repre- 
sentative of the market as . whole. These datr were anrlyzed by com- 
paring the salss in the calendir month preceding the price ia with 
the sales in the calendar month following the price change, after 
adjusting for the influence of the average seasonal variation in sales. 
Indexes of seasonal variztion were calculated by the median-Link 
relative method, omitting the months in which price changes occurred. 
The compared months have been adjusted by. dividing eech by its corre- 
sponding seasonal index. The results of the analysis ore given in 
Tables 2 to 4. 


ie Examination of the datr shows that usually a change in price 
results in an opposite’ but much smaller change in sales. In Boston, 
there were fifteen price chenges (eight decrenses and seven increases) 
during the period March 1922 to September 1931; in Baltimore there 
were only two changes, one decrease and one incrense; and in the Twin 
Cities market there were seven decre:ses and three increases. Changes 
in. sales in Boston were directly. »ssociated with changes in prices in 
four cases instead of being inversely associated as would be the case 
if. other conditions remained the same. These four exceptions 
followed price changes occurring in July 1927, April 1928,.July 1929 
and August 1931; and there were four exceptions in the Twin Cities 
market in March 1926, November 1927, January 1941 and March 1932. 


Ross, H. Ae The Marketing of Milk in the Chic go Dairy District. 
Til, Agr. Exp. Sta. Buil, 269, pp. 803-510, 1925, 

Ross, H. A. Some Factors Affocting tho Demand for Milk and Cream 
in the Metropoliten Ares of Néw York. U. S. Dept. of Agr. Teoh. 
Bull. 75, pp. 44-47, 1928. 
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is/ In some cases prices chenied each month for two or more consecu- 
tive months. In these cases, the sales in the calendar month 
preceding the price change were compured to the enlender month 
following the last month in the series of consecutive monthly 
price changes. 
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Table 3. Changes in sales of fluid milk 
following changes in retail prices, 
Baltimore, Maryland, September 1926 
to May 1931, inclusive. 
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Month 


September 1926 
November 1926 
Percent change 
March 1931 
May 1931 
Pereent change 
Absolute aver- 


age percent 
oa aay 


i: per quart —/ quart 


13 


11.6 


Sales: Index of > Seasonally: Retail 
: (30-day aetge geasonal varia-:adjusted, ;: prices 
basis) tion :sales 3/ 
:1,000 gallons; Percent ee UU “ee 
: 1,544 : 100.5  Eeooo. eas 
; Depress : LOL, O > 1,495 : 
: ; : eel ; 
: 1,431 . Loves ; 1,428 
: 1,462 : 101.4 ; 1,442 
: : +1,.0 : 
: : : 1.8 : 
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Table 18 Appendix. 
Table 17 Appendix. 
Computed from Columns 1 and é. 
Table 19 Appendix. 
Represents average of percentage changes without regard to sign 
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Table 4. Changes in sales of fluid milk following 
changes in retail prices, Boston, Massa- 
chusetts, March 1922 to September 1951. 


oor'Sales : 4 : 
ee : (30-day :Index of ‘Seasonally :Retaij prices, 
Month 
smonth ;seasonal sad justed sper quart 
) i/ variation :sales 3/ : 4/ 

‘Mill. lbs: Percent “MILI LbSexint Cent 
March 1922 res iON Mes 98.6 She ene : iSe5 
May 1922 hee Bees |: 9909 : Bae 12.5 
Percent change: : = : +267 : - 7.4 
June 1922 no) Wee eee) Ogee ls Beare : 12.5 
August 1922 te ieee 4 103.1 2” Beem : 13.5 
Percent change : : 2 «4.95 : + 8,0 
March 192% A eierde ys = 98.6 28 ee 14e0 
May 1923 ate Pee BA 99.5 ; OWS ea 13.5 
Percent change :; : : +1.7 ; - 6.9 
June 1923 : eee, : 102.8 : 24.9 . 13.9 
September 1925 Se edie ; 100.5 : 20eL : 14,0 
Percent change ° : : -7.2 ‘ + 724 
October 1923 : Boe © : 100.4 : 2000 : 14.0 

May 1924 4 Boew : 99.5 ; S0eusn : 12 
Percent change : : : Ae enti : -17.2 

June 1924 : 2608 : 102.8 : 25.9 : 12 
October 1924 : 24.1 : 100.4 : PAO HM 14.5 
Percent change : : $ +5.9 ; 420.8 
February 1925 ‘ 24.6 : 97,6 : 25.2 : 14.5 
April 1925 25.2 ; 97.2 : 25.9 t 13.5 
Percent change : : +228 : - 6.9 
April 1925 : DO : OF ee : 25.9 : 13.68 

June 1925 ; 28.0 : LOZ ob ; 20 es : BE) 
Percent change : : ; we : -~ 367 

June 1925 : 26 0 : L02.8 : OT ak ‘: 15 
September 1925 : rey : POO 2 ‘ B60 r 14.5 
Percent change ; : : 0.9 ‘ +11.5 
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Table 4. (Continued) 


Sales : af : 
; (30-day :Index of -Seasonally :Retail prices, 
Month 
smonth supa :sersonel ea a, sper cease: 
: basis) ‘care ewe sales : 
‘Mill. LDS at: Percent sMill._ lbs. : Cents 
Peeper 19260, t. ea4e tae psy 8.3 14.5 
February 1927. : 278 : 97.6 ; pogo Fee 14 
cere change’: : gy Oe : - 364 
‘June 1927 ia wee eee. Oa, gees, = 2 !) eee 14 
March 1928 | : PASS, ‘ 98.5 : 2929 Loe 
py percent chanize : ; : 650 : +10.7 
Mercu. 1026, °° 20S 98.6 +: - 29.9 noes 
May 1928 ak : 29.9 : 99.9 : rae A 14.0 
Percent change : : ¢ 1.0 ; —ASen 
Rereeors | ler 2009 Pe ene OR eee nS 
‘September 1928 ~ : 29 4 : 100.5 : 29.9 L560 
Percent change : : : +0,.7 : + 6.9 
" November 1930 Sy coy nee 10087 > 28.9 165.5 
March 1931 $ 30.8 : 98.6 ‘ 50.6 Us 
Percent change 3; oe r ~19.4 
Pury LIS 1 2 bred : 106.8 : 296 Leed 
September 1931 $ SOS ‘ TOC a a oes 0 ; 13.5 
Percent change :; : : 41.3 ‘ + 8.0 
Average percents : : : : 
age change eft, : : 5.8 : 411.9 
Average percent : : - 
age change 6/ . . : +308 : - 9.5 
Absolute averngse : : ‘ 
percentars $ H : : 
change : : $ 4.0 : 10.2 


Toble 20 Appendix. 
Table 17 Appendix.e 
Computed oe ket /. 

Tablo 21 Appendix. 

Represents everaae of percentnge intresses in price that were nsso~ 
cinted with peteentrgs Gserencses in sales. 

Represents averape of percentage decrerses in price thet were sss0- 
ciated with percent:=ge increnses in scales. 

Represents average of percentrge changes in price or in se.les, without 
regnrd to signs, th:.t were associated with opposite ch»nges in sales 
or in price. 
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Table 5. 
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-Month and year : 50-d 


nl 


March, 1924 
fay, 1924 
Percent change 
July, 1924 


September, 1924 


Percent change 
August, 19295 
October, 1925 
Percent change 
December, 19295 
March, 1926 
Percent change 
August, 1927 
November, 1927 
Percent change 
December, -1929 
February, 1930 
Percent change 
October, 19350 
January , 1931 
Percent change 
November, 1931 
January, 1932 
Percent change 
January, 1932 
March, 1932 
Percent change 
June, 1932 
August, 19352 
Percent change 


Average percentage 


change 5 
Average percentage 

change 6 
Absolute average 

percentage 

change a/ 
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Sales 


daira ys, 
basis ee 


Changes in sales o 
in retail prices, 
1924 to august 19352. 


» Index of 
seasonal 
* variation 


‘Thousand pounds: 


. 
e 
. 
°. 


pe 68 


o> SF > FF 


oe oF of of Bf 
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L/ Table 22, Appendix. 
2/, Table 17, Appendix. 

Computed from columns 1 and &- 
4 able 23, Appendix. 
5/ Represents average 
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115720 


11,871 
11,788 


12,570 
12,492 


‘meer | 
12,246 


oye 
12,608 


12,980 
Vor ce 
13,546 
12,961 


12,724 
12,203 


12,203 
12,543 


12,934 
12,717 
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Percent 
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101.4 
99.9 


with percentage decreases in sales. 


f fluid milk following changes 
Twin Cities, Minnesota, March 


; o. Seasonally |: 


2/; 


-Thousand pounds: 


Peer es ge tat Ey iE 
Retail 


adjusted : prices 
sales 2/ : per quarts 
Cents 
TL yles : Lies 
Pee % 10 
+ 5.9 ‘ 1320 
Ie ke : 10 
dale ' LL 
- 2.8 ; Lee 
12,684 : Ti 
LB, 2387 ; Le 
< ee : 9.1 
Np nO) : ee 
Le ree ‘ phi 
- 0.2 : Ben 
Tees : 11 
12,597 : 12 
+ 1.4 2 epens 
13,249 : ie 
13, foe $ TY 
+ 1.4 : Bed 
be Pet) : aay 
Bea aed Re! . 10 
wl Get . Oem 
Lee Oke ; 10 
12,051 : 9.5 
~ 1.0 " a) 
Le ook : Be0 
42, 564 Bed 
+ O.1 ‘ 10.5 
12,777 : 8.5 
12,852 = 8 
+ 04 : 66d 
- 3.95 : 9.5 
+ 2.0 : 9.5 
2.4 $ 9.5 


of percentage increases in price that were associated 
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These unusunl cases occur in periods when business conditions were 
changing rapidly and appear to be adequately explained by changes in 
these conditions. 


Data contained in the reports of the Market Administretorsfor 
the various markets operating under Federal licenses also provide 
some indication of the consumer response to price changes in these 
markets. Only those markets where Class I milk was defined as whole 
milk, sold or distributed for consumption as whole milk, and where 
the size of the sales area has remained constant are considered. 
These data have been received for such a short period that it was im- 
possible to compute a setisfactory index of seasonal variation and 
adjust sales for seasonal variation, except where other sales data 
from the same market where available for earlier periods. 


The results of this latter study must be interpreted with some 
caution since there are other factors than price which influence 
sales. Sudden chenges in tempercture influence the volume Of fig 
sold. There is a seasonal variation in total fluid sles, which is 
in part influenced by the vacation movement, ana this in Turn Le 
affected by the prosperity of the community. Moreover, in a period of 
several months in recent years business conditions and consumer in- 
eomes have changed materially. These considerations limit somewhat 
the significance of the results of the study. It is important to note, 
however, that the results supplement the results obtained in the other 
studies, showing that changes in price are associated with changes in 
fluid milk sales, and that the changes in prices are relatively much 
greater than the changes in sales. The data are shown in Table 5 and 
indicate that an average change of 3.4 percent in sales is associated 
with an average opposite change of 12.35 percent in price. 


It appears from the foregoing that the demand for milk is high- 
ly inelastic, especially when retail price changes are relatively 
small. When price changes are relatively large, it is probable that 
the change in consumption may be somewhat greater than when the changes 
in the retail price are relatively small, although the change in sales 
is probably less than directly proportional to the change in price, 
although the data that are available relative to this, point ere incon-— 
elusive. 1” Started differently, while the demand for milk is less 
inelastic when large, rather than small, price changes are considered, 
the coefficient of elasticity of demand still appears to be considcr- 
ably less than unity. 


1r/ Sec also Ross, H. A., Some Factors Affecting the Demand for Milk 
and Cream in the Metropolitan Ares of New York, Technical 
Bulletin No. 73, U. S. Department of Agriculture. 
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Table 6. Summary of change 
in specified cities. 


Scar c ce eee aml 


Sales area and period 


Boston: é 
April, 1954 10 September 1954 
October 1934 to February 1935 
Percentage change 
March 1935 and April 1935 
Percentage change 
Detroit: 
April 1934 to June 1934 
July 1934 to February 1935 
Percentage change 
March 1935 
Percentage changes 


Evansville: 
May 1954 to September 1934 
October 1934 to Merch 1935 
Percentage change 


Grand Rapids: 
August 1934 and September 1954 
October 1934 to Mareh 1934 
Percentage change 


Kalamazoo: 
July 1934 to November 1954 
December 1934 to February 1950 
Percentage change 
March 1935 
Percentage change 


Absolute averéEe percentage 
change 2 
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Tables 24 ta 28, inclusive, appendix. 


y Adjusted for geasonal variation. 


5/ Represents average of percente 
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On the basis of the foregoing, it appears that it would require 4a 
very marked decrease in price in order that any eppreciable seasonal 
increase in the volume of milk produced for use es fluid milk be moved 
into consumption as fluid milk in the market as @ whole. It is rather 
generally recognized thrt changes in the prices received by producers 
thet ere associated with changes in retail prices are relatively greater 
tien the changes in,reteil prices. This is due to the fact thnt some 
of the more important clements in the gross maerzin between the price re- 
ceived by producers and the price at which the milk is sold at retail 
(transportation costs, country station charges and the like) do not 
change with changes in volume; in other words, they ure fixed charges 
per unit. This being the case, the sensonal variation in prices 
received by producers would be relatively greater than the seasonal var- 
iation in retail prices, which, as was pointed out before, would have to 
be quite marked in order that sny appreciable seasonnl increase in the 
production of milk proiuced for use as fluid milk within the supply area 
be consumed as fluid mi2x. Over a period of time, the market scasonal 
variation in prices received by producers would tend to be reduced, 
since producers would change .the seasonality of their production in order 
to sell e larger volume of milk at the time of year when prices were 
seasonally high, and would reduce their sales during the period when 
prices were seasonally low, However, it would be greatly to the advan- 
tage of some producers to change the scasonality of their production and 
imei, if any, to others, depending upon the type of ferm organization 
and operation followed by each. Thus, given time for economic forces to 
work out their full effects, the seasonsl variation in supplies and 
prices received by producors, and consequently the seasonal variation in 
retail prices, would be much less marked than would appear to be the 
case at first. 


The second limitation to lowering prices on the basis of the 
seasonal increase in the volume of milk produced for use as firuid milk 
by any dealer is that, in order to hold the new customers later when 
supplies in the market are short, dealers would have to develop new 
sources of supply during the short season in order to have sufficient 
milk to meet the requirements of their larger business. These new 
sources involve an expense in development (see Part II, Section G) and 
may also have an equal or ereater seasonal variation in production the 
following year. The alternative is to raise prices when supplies sre 
short and thereby reduce the customer's takings or to fail tq serve the 
added customer. Either of these latter procedures is sure to lead to 


dissatisfaction. 


EO. a 


The foregoing facts and considerations suffice GO explain ay 
large part why retail prices of fluid milk tend to remain practically 
constant on a seasonal besis. Thus, instead of retail prices showing 
marked seasonnl variation of such magnitude that the seasonal changes 
in volume of milk produced for use as fluid milk be moved into con- 
sumption as fluid milk, retail prices remain practically constant 
seasonally and seasonal changes in demand are reflected in greater or 
less takings of fluid milk, as the case may be, at the ruling level 
of prices. Such sessonal variations in demand sre generally quite 
small, and are much less than the sessonal variation in the volume of 
milk produced for use us fluid milk that obtains in most milk market 
supply sreas. (See Table 17, Appendix. ) 18/ Thus, unless the volume 
of milk produced for use as fluid milk is equal to fluid milk require- 
ments on a seasonel basis, the seasonel increase in the volume of 
milk produced for use es fluid milk is diverted to uses other than 
fluid milk. Stated differently, the seasonal increrse in the volume 
of milk produced for use as fluid milk becomes a seasonal excess aver 
fluid milk requirements. In the next part of the analysis of the 
price structure for milk within a milk shed, an explanation of: the 
development of class prices, or the classified price plan of payment 
for milk by distributors, will be set forth. 


is/ Ses also Ross, H. A., The Marketing of Milk in the Chicago Dairy 
District, Ill. Agr. Exp. Sta. Bull. No. 269, and Ross, H. A., 
Some Factors Affecting the Demand for Milk and Cream in the 
Metropolitan Arena of New York, U. S, Dept. of Agr. Tech. Bull. 
NOs, Vo. 
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The Price Structure for Milk within a Milk Shed - 
The Levelopment of ‘Class Prices. 


The analysis of the price structure for miJk within a milk shed 
will now be focussed upon the manner in which class prices ar, stated 
more precisely, the classified price plan of selling milk to distribu- 
tors, develops in a milk market. At this point it is important to’ set 
forth as clearly as is possible in a short paper ,the difference between 
the classified price plan and the rating ian) The classified price 
plan is’a method of selling milk to distributors, while the rating plan 
is a method of prorating to producers the proceeds of sales to distrib- 
utors. The classified price plan does net necessarily need to be 
complemented by the cysration of a rating plan, and classified price 
plans are often used where no rating plan is in operation. On the other 
hand, the rating plan under certain forms of administration becomes aay 
effect a classified price plan and a plan for prorating to producers the 
proceeds of sales to distributors. For example, in some markets, pre- 
ducers associations bargain for "base" and "surplus" prices; "bases" are 
established for individual producers for which “base” milk producers re- 
ceive "basic" prices. Producers are shifted among distributors in such 
fashion that the total bases of producers delivering milk to any particu- 
lar distributor are approximately equal to such distributor's sales of fiuie 
milk. However, pricing milk to distributors in accordance with a classi- 
fied price plan is usually more precise than that just noted, with a more 
strict accounting and pricing of milk according to use, and is not neces- 
sarily operated in conjunction with a base-rating plan. 


For the purposes of this paper, the classified price plan is de- 
fined as a method of selling and pricing milk to distributors in accord- 
ance with the use made thereof, while the base-rating plan is defined as 
a method of prorating to producers the proceeds of sales to distributors. 


It has already been demonstrated (see Part II) that, assuming 
little seasonsl variation in the demand for milk, certain supply character- 
istics operate so that, given differences in individual producers' 
seasonal output curves, and providing that economic forces have time to 
york out their full effects, producers who produce a relatively constant 
volume of milk throughout the year will receive higher prices, other 
factors accounted for, than producers who produce a relatively more 
variable volume of milk throughout the year. PFurtherniove, the producers 
who produce a relatively constant volume of milk throughout the year will 
tend to become associated with highly specialized fluid milk distribu- 
tors. (highly specialized in the sense thet the operating unit is engaged 
almost entirely in the distribution of fluid milk, while those who pro- 
duce a relatively more variable quantity throughout the year will tend to 
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19/7 Often called base-surplus, base-rating, and the like. 
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become associated with distributors who are less highly specialized (in 
the sense noted above). ‘The assumption that there is little geasonal 
variation in the demand for milk was then examined, (Part TII) and it 
was found that certain factors operate so that there 1s marked seasonal 
uniformity in retail fluid milk prices, and seasonal changes in demand, 
which are very small in most cases, are reflected in slight seasonal 
changes in the quantities of fluid milk consumed at practically constant 
prices, rather than seasonal changes in the quantities of milk consumed 
that are associated with seasonal changes in retail fluid milk prices. 
It is in the analysis of the seasonal pehavior of retail fluid milk 
prices, and the effects such behavior would tend to have upon the prices 
received by producers, that the reasons for the development of the 
seasonal excess were ascertained. 


Once the development of the seasonal excess has been demonstrated, 
the basis for the effort on the part of specializcd fluid milk disbribu- 
tors to secure & uniform volume of milk throughout the year pecomes ap- 
parente Under these circumstances, the argument that specialized pags las 
milk distributors tend to secure milk to meet the needs of their fiuid 
milk trade, which are practically constant seasonally, from producers 
who produce 4a relatively uniform volume of milk throughout the year, such 
producers receiving higher prices, other factors accounted for, than 
producers who produce a relatively more variable volume of milk throughout 
the year and, consequently, tend to become associated with less highly 
specialized distributors, applies with especial force. 


It should be noted that it is not contended that distributors 
sclect producers who produce a relatively uniform volume of milk through- 
out the year at random throughout the milk shed. it is rather well 
recognized that, generally speaking, producers within a particular type 
of farming area have markcdly similar seasonal output curvese This 228 
distributor who wishes to secure a uniform supply of milk throughout 
the year can usually operate in an area or areas where 4 fairly large 
supply of such milk is available. 


The situation treated above with respect to the procurement of 
milk by distributors is strikingly similer to the situation that ob- 
tains when distributors purchase their milk in accordance with the pro- 
visions of a formal classified price plan. In the former situetion, 
there is a close approximation to the purchase of milk on 6 clessified 
price basis, considering the merket 45 4 whole, dus to the fact thet 
those distribution units which ore highly specialized, i.6-, which 
distribute by fer the lerger portion of the milk they secure as fluid 
milk, tend to pey higher prices for milk then distribution units 
which are less highly specialized, 1-6, which utilize relatively 
more of the milk they secure 4&6 menufacturing milk. The difference 
between this method of purchesing milk end a formel clessified price 
method of purchssing is merely one of the degree ond precision with 
which milk is classified in accordunce with the use mide thereof. 


=) ayo 


Producerst cooperative associations have recognized the principles 
noted above in bargaining with distributors and have developed the system 
of formal class prices whereby milk is priced by cooperatives +o, distrid- 
utors in accordance with the form in which milx is sold by distributors. 
Thus, a formal system of class prices, intended to secure the seme result, 
is substituted for the rather informal system of cless prices discussed 
above. The distributor with the larger use of milk in fluid sales pays 4 
higher average price than the one “ith a considerable utilizetion in man- 
ufactured products. The system of formal class prices has the advantage 
for the producers! cooperative association of simplifying the bargaining 
arrangements, since it automatically establishes the basis of payment for 
the different dealers once the general terms for the market are determined. 
“jithout class prices, individual bargains would be necessary with each 
dealer in order to insure producers the full value of their particular 
milk, and the association would be exposed to the criticism of over= 0r 
under-pricing the milk of particular producers and over- or uncercharging 
particular distributors. Class prices dispose of this necessity for indi- 
vidual bargains ani result in payments corresponding to the prices which 
would heve been errived at under proper individual bargaining. 


In addition to the seasonal factors treated above which lead to the 
development of a classified price plan of selling milk to distributors, 
there are certain types ot organization of supply that would lead to the 
development of * iormsl class price system, even though the volume of milk 
produced throughout the year and the volume of milk consumed in the market 
throughout the year ‘iere precisely correlated, except for daily variations 
in demand and supply. In such cases, the reason for the development of 2 
classified price plan is to be found in the fact that there must be brought 
to market a volume of milk in excess of daily average sales, such excess 
vyolume being needed to eet daily veriations in sales. 


It is rsther well reconized that there are significant variations 
in the amount of milk sold from day to day in a fluid milk market, such vVer- 
jations being attributable to such factors as (1) consumption and working 
hebits of the people which tend to shou a regular day of the week veria- 
tion, (2) holidays, and (35) changes in temperature. 


g 
rather regular dey of the weer varietion in the sales of various products. 
Most business concerns, for exam le, do not operate on Sunday and many also 
close operations on 3eturday afternoons. The Sunday dinner is frequently 

a heavier and nore elaborate meal than that served on week days. These 
factors affect wholesale and retail sales of the various products differ- 
ently. ‘Jholesale sales of milk ani cream are ordinarily low on Sunday, 
vith sales to restaurants and cafeterias also low on Saturday. Sales of 
erenmn to stores are usually large on Saturday, Friday and Monday. Route 
sales of milk and cream are heavier on Sunday. 


Consumption and working habits of the people are such as to cause a 


@xamples of the variation in the average sales on various days of 
the week for seversl markets are given in tables 6 to 10, inclusive. In 
general, the greatest variation ig found in cream sales, the range for 
the New York market for all cream being from 84.7 percent of the everage 
daily sales for the weex on Sunday to 127.9 percent on Saturday. , Hor 
all milk in the same market the renge Was from 90.2 percent of the BFF 
age daily sales for the week on Sunday to 102.8 vyercent on Friday. 
Fxamination of the tables indicates a greater variation in wholesale 
sales of fluid milk than of the retail sales, but in the case of cream. 
the reverse may be the case. These variations differ in the various 
sections of a large city depending largely upon the economic status of 
the consumers and the number of persons who lunch avay from home during 
toe aay, — Since dealers have varying proportions of retail and whole- 
sale business and serve different sections of the population, they are un- 
Likely to have variations in sales corresponding to those in the market as 
a whole. Some dealers will have larger variations in sales and others 
smaller variations. The difference in the character of the business of 
dealers and the consequent differences of sales by day of the week, even 
for the same type of products, are shown in tables 11 to 14, inclusive. 
These tables show the variation in the sales of Milwaukee, Wisconsin, 
dealers during the week of April 22: to 28, 1954. The daily sales of each 
dealer have been shown as a percentage of his own average daily sales for 
the week. This varietion in sales among dealers means that the excess 
milk sbove the average daily seles of the market is higher than would, be 
the case if dealers had available some method of integrating their indi- 
vidual fluctuations in sales with other dealers having different fluctua- 
tions, through a shifting of milk between them. 


gs qesreshaoghriie veeeennint LSS teaietstg “Sarde Ot MS SRE, OE SAS CENTER catp ealereeanepaiatiia seks ratvameglie (ih xiabsaen.al! Wa(nbgn! Sey: ed AMR ean og) NAR: Speeimaniempsrmeiny ney” sews seh. (Spinel 


20/ Ross, H» A-, Some Factors affecting the Demand for Milk and Cream in 
the Metropolitan Area of Jie\. vork, United 3tates Department of Agri- 
culture - Technical Bulletin 75, 1928. 
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Table 8. Daily fluctuation in retail, wholesale and 
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total sales of fluid milk and cream in 
Reading, Pennsylvania. 


Percentage of average daily seles for the week 
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Retail e107 40: SSS LOR heaear : 90054 ~ ©99.0l.:, 99-18 1 Oli” 
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Cream: : a : ‘ ; : : 

Retail ASRLO? er ee . C8 .Gee : 96:85 + 8%.52-+) 6BB.99 “=: 2OvsGe 

Wholesale OF) Bins ea ese 2 OG, ou . eeemas 105.0i0 7:08.83 & TEs 
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Compiled from "Distribution and Consumption of Milk in Reading, Pennsylvania," 


by T. K. Cowden, Pennsylvania Agricultural Experimental 
Station, Technical Bulletin ¢l4, November 8, 1933. 
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Holidays also exert a considerable influence upon milk and cream 
sales, since these are occasions for special activities. On certain of 
these days, notably during the summer, there is a considerable movement 
of people out of the city, while other holidays are feast days. In 
general, milk consumption appears to be somewhat decreased on holidays 
except for increases at Thanksgiving and Christmas. Sales of extra 
heavy cream at Christmas and Thanksgiving increase by over eighty per- 
cent. Data for the New York market are given in Table 15. 


Temperature is also an important factor in short-time variations 
in the demand for milk. In general, an increase in temperature is 
associated with an increase in demand, and a decrease in temperature is 
associated with a decrease in demand. In the New York market it was 
found that temperature changes in winter are more marked than in summer 
but that a change of a given number of degrees produced about three 
times as great a change in surmer as a similar change in the winter. 


On the basis of the foregoing, it appears thet a considerable 
volume of milk in excess of average daily sales must be brought to mar- 
ket in order to have a supply sufficient to cover daily variations in 
the demand for milk. Few datr sre available relative to the necessary 
size of this daily excess, hereinafter termed the operating reserve, but 
it appears to range from ten to twenty percent of average daily sales at 
least, and perhaps higher in some markets. 


If the producers in the market so organize their service of supply 
to the distributors so as to remove from them entirely or even partly the 
necessity of carrying this "operating reserve", producers can secure a 
higher price for the delivered milk since the distributor has always 
availnble all the milk he needs for his fluid milk trade and is also 
relieved of the necessity of procuring his milk from a large number of 
individual producers end is under no necessity of taking milk, a portion 
of which must be disposed of in channels other than fluid milk. This is 
one of the services which operating producers! cooperative associations 
commonly provide distributors purchasing from them. They are thus able 
to séll distributors milk at a higher price than they are able to secure 
when distributors are not so serviced. There would thus arise what 
amounts to a class price for milk, distributors prying a certain price 
for the milk called for from the association and used for fluid purposes, 
with the association utilizing the remaining milk in the most profitable 
possible manner but inskuses yielding somewhat lower returns than the 
fluid sales. The difference between the prices charged distributors for 


22/ Ross, H. Av, Some Factors Affecting the Demand for Milk end Creem in 
the Metropolitan Area of New York, United States Department of 
Agriculture Technical Bulletin No. 73, pp. 3944, 
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Compiled from unpublished deta secured during'the Milwaukee Milk 
survey conducted by the Federal Emergency Relief Administretion, 
and Wisconsin bmergency Relief Administretion under the direction 


of the Agriculture] Adjustment Administretion. 
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Compiled from unpublished deta secured during the Milwaukee Wilk Survey 
conducted by the Federal Imergency Relief Administretion end the Wiscon- 
sin Emergency Relief Administretion under the direction of the Agricultural 


Adjustment Administration. 
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milk that is sold by them as fluid milk end the price the association 
receives for milk in other uses is, other factors being the same, the 
premium distributors are willing to pay for milk when such milk is 
furnished them in conforsinnes with their deily needs. 


Although there may be other factors that, in a perticular mar- 
ket, also contribute to the development. of a system of class prices, 
the foregoing trentment. suffices to explain the more important 
considerations obtaining that, takén as a whole, lead to the develop- 
ment of class prices in most important milk markets. 
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Table 17. Index numbers of seasonal veriation in fluid 
milk scles by distributors purchssing from 
cooperstive associetions. 
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: Balt iinors 2 Boston Twin Cities 
January : O7 67 96.9 98.8 
February ; Jo0ed 37.6 : POLO 
Merch : 100.2 98.6 101.4 
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Average 100.0 100.0 100.0 
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Index numbers wers calculated by the median-link-relative method from 
data of fluid milk sules, omitting those months in which price changes 
occurred. For basic date used in computing the index for Baltimore 
see tebles 17 and 18; for Boston, see tables 19 and 20; and for Twin 
Cities, seo tables 21 and 22. 
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: : :Estimated: Retail ; Retail: Class @ 
Class I :Milk reported: Estimated: average :delivered: store :price per 


Year : Sales :as percent of: total : daily : price .: price :ewtaor | 
pea: ~~ (Of. 3 estimated ) < Class 17 Class. 0s.  Rer. + <:  per 9: Orie ae 
month : milk : total sales : sales 3; sales : quart : quart :f.o-b. City 
my): 000 Lbs. Percent. 000 bane O00 lhs.: Cents : Cents : Dollars 
19354 . : : ; : ry ee : : 
Pie = 641,549; . BO.5 oe SUE? One SRR. lone. pt: : JO -9 eee 
Meo et. 4455909 2 + OP a) Be lt. 1 O06) Agee ae LO -} Sea 
June . BASE oee : 89.5 ey, SO role rt RD, Ga”) eee i eh i 2) > 0) | er! 
July SOE 8065. gs “BS, 762 2 Fee ee ew | 1G eee 
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October ea i729 90.0 s 29,009 Sl COS ie : Nee 5.26 
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Table 25. Sales and retail prices of fluid 
milx in the Detroit Sales Area. 


; - TY Ae 0) ae les PETS. Dad ie ; :Class / 
Class I :reported :Estimated:Estimated: sales : Retail : Retail: price 
Year : sales :as percent: total : average :adjusted:delivered: store :per crt 
and : Of . :02 esti- { Class I: daiky <for sea-: Price : price ‘ots: 

month Sma ; mated > ‘Sales +: Class.I :sonalVas per » | Pew.  Femmmdamse 
el —__i_____iwtel sales:) st sales sriation?: quart: quart ‘:f-0.b.G 
: 000 lbs.: Percent : 000 Lbs.: 000 Ibs.: O00 lbs.: Gents i Cents:Dollar. 

1934 : : : : : ? : 

April IE SES O04 rece Ges gemini. t2) eens b TO ae wnie Babe 
May ore On Oe Se ono. eeeee | ty ed) os Oe 8) ne 2.02 
June See OO ses! Oe Nome etl ts PRR). ho ee tee AAS 
July ¢ S5yao0 - 8°96 eee a Os). Nee): 11 : Ata) Gwe 
August So) LO ne ne " 98 Go ee EO yr: dha nse 1p : A eae, 
pepvember =: 33,731 : 2 ay Te Oa ge rae BOO Ks LLB: jek : $ave remy 
October Ok Our - 98 Proc tee LAG ys 1 BR is vag : NEI é meee 
November + O6,419 + 98 ee tO teeny: ."Fy (2 On) sR) : ABN 2.08 
Bae 


pecember We) Ooi aks 98: Pipher Sri 7 1s ue Ie ni 5 SI eames gad Oa dae : ilo 


1935 : : ; ue : ‘ é : 
January : 34,804 ; CO) RSG ec oo ua ebe hooey st Be). <2.) 3. ss 
February « 61,948 - 98 ee oUe er ie LS ae : il 3 eee 
March : 35,868 : 08" 4) 66,600 Piel © 2153. 1s .* jo 
April to ; ; ; ; ; : 

June : : : eter) sa) Meee): 10 
ky to : : : AS : 

Pebruary «: : 3 St tee one We Vy ; 
% change ; : ; hike aro 92 + ALA “GeO > 
March ; ; : eave sda; duetnees, 2 Le 
% change: : : perp hl oy (Sed Bh a eae 
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Sales and Class I price: Compiled from reports of Market Administrator. 
Retail prices: Compiled from reports of the United States Department of Agriculture 
Market Wews Service. 
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Table 26. Sales end retail prices of fluid milk 


in the Evansville Sales Area. 


Milk re- : 


: ‘Estimated :Retail:Retail:CGlass I 
"Gas se i 


:ported as :Estimated :averege :deliv-:store :price per . 
Year :Sales of:percent of:total :daily :ered :price :pound 4 
and :butter- :estimated :Class I :Class I :nrice :per :butterfat 
month :fat total :Ssales of :sales of :per !quart 224000. 
: :Sales :butterfat :milk : quart ‘Oluy 
aes ie Ua SE Wie iude oP rere 
> Pounds ):),jpercent) : /Pounds Pounds ; Cents: Cents: Cents 
1934 Be ORs uu RGAE <> Seay att beh i Reales : rane 
March £200, 00), 90 61,120 DL yOOO 2 atrese: 8.2 48 
Avril > 47,589 90 52,877 NSE Sey Tien yt ee 48 
May : 46,979 87 53,999 45,840 Cae 48 
June t 26,210 85 04,365 47? ,689 | : 8-9 48 
July See ee ry 95 00,281 ; 42,683 2 8-9 48 
August 45,008 90 : 90,009 ; 42,452 9 : 8-9 48 
September ; 40,557 BG.6 Zoo. 2 -40qLoe 9 8-9 48 
October 42,407 : eee AB, 744 3 41 404 9.5 : 9-10 : 48 | 
November 41,155 ; 89 POA SUCHAS asin LO escheat te Sel aye ne AHS IME 5135 PF 
December 41,184 ; 88 46,800 359,728 Cis ea aS FS oh) « 
1935 : | 
' January 3) 0,00) 90 48,168 : . 40,890 9.95 :; 9-10 05 
Hepruary +: 40,059 ; 88 49,082 +) 425,784 D eu Se eee 55 
~ March 45,090 : 89 00,665 :° 44,447 9.5 : 9-10 Oe 
May to Sept.: : >, 45,764 ) ; 
Meu. tO Mar.: : 41,655 dee 
Percent : i . . : 
change ~£.9 :+ 5.6 : : F 
NOTE: Percentages chanzes from March sales and orices vere not calculated since | y 
_ Sales during that month appear to have been unduly high. 
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Year : Milk ‘percent :Class I 
and :0f estime:Ssles 
month :ted totel: 
‘Class T 
k :Sales oa 
>POunds ‘Percent :Pounds 
1934 cle 
A galy 1,236,034: §98  :1,£61,259 
August LOSS 4642: 98 Od LS 
Sept. 1,043,354: 98 :1 064,647 
October: 1,078,968: 98 71,100,987 
November 1,062,866: 95 Sed 1s 06 
December 1,245,378: 95 :1,205,656 
LISS : é : 
Jenuary : 1, 2ll, i198: 97 a a ae 
February: 1,144,550: 98 71,179,948 
Merch — ;. 1,196,868: 95 re eter Barn 
July to Ss : 
November: i : : 
December: : : 
to Feb.: : i 
fchenge : : : 
March : : : 
% Change: 
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Retail prices compiled from 


Table 28, 
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Seles end reteil prices’of fluid milk 
in the Kelsemezoo Srles Area 


ture Markét News Service, 


‘sted av: deliv- 


> Milk re- :Estimated 
:ported es:total 


:erage :ered 
SdeiLy ovand 
:Cléss :store 
ae :prices 
:Ssles :per qt.: 
:Pounds:Cents 


24056868: 20 


:34,692:" JG). 
135 ,4060 100): 
235,516: 10_ 
so7,e04s 10 
:38,892: 8 


4) (27:2, 8B 
+S, 1Ale 3... 
739,397: 910 
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>40,720: 8 ; 
739,397+ 10 : 
mOee:t 25.0: 


: Estima: Retail -Class - 
:price per 
SCWis mate 
73.5% milk 
iE eg Oe 
[City 


: Dollars 


L335 
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1.85 
1.85 
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mpiled from reports of Mark 
reports of U. §S. 


et Administrator. 
Depértment of Agricul- 
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Year sClass I 
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month OMe ks 
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1934 

April 1 LG eee. 
May ; 18,091 
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July : 18,229 
August > LYS ASS 
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October 2 16,929 
November : 15.,676 
December > 25,769 
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January 1 25,052 
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March La, 7 Oo 


Average 
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:ported as :total ‘average :of av-:deliver-: price 
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:estimated :sales sOlass I. <daily sner Of) Gene 
:total Class: :sales ‘Class :quart :milk 

>I sales F ui ; {1 Oe Ds 
: ; : :Sales ; LOnty 

; Percent ~: 000 Lbs.: 000 Lbs.:; Per- : Cents :Dollars 
: : a > cent : ; 

: eS + 16,5850  : 562 or eet s beh 1.85 
: LOO SO rte sO9L «3 584 f) =LOGe ss iis 1.85 
: 200.0 yo ee ee 598 LOO seh 2-00 
: 99.7 7 Legene, 3 590 ys cli 200 
: 99.8 . depo. 565 <° 102 a 220 
: 99.7 Se LG coe, is 541 : 98: aid Beno 
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‘ 99. Rye ns o10 ; Cais Aa £200 
: 99.6 SLO sola ts SW : 94 : Ba 2200 
: 99.5 4,785. 3 De : 96 a 200 
: 99.9 : 16,600. =: 942 : 98 Li Bene 
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Sales and retail prices of fluid 


milk in the St. 


002 5. 7100 


Louis Sales area. 


Compiled from Revorts of Market administrator, 


Compiled from reports of the United States Department of 
Agriculture Market News Service. 
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Table I. .~ Type and size of farm, size of herd and type of cattle ente 


Milk Supply Area, 1929, 


selected counties which include the Philadelphia 
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